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DAVID IAUCO, 

having first been duly sworn; was examined and did 

testify as follows: 

MR. BUNCH: This is the deposition of 

Defendant RJ Reynolds Tobacco Company taken pursuant 
to the federal rules of civil procedure, particularly 
the rule of 30(b)(6) with all objections reserved 
until - - oh, the use of deposition evidence, except 


those t 


respons 


our ri< 


stipulai 


notary . 





.ng to be to the form of the question and 

> the answer. As a party, we'd exercise 

> have the witness read and sign. But we 
ie signature could be notarized by any 


MS. PARKER: We don't want any 


stipulat-ions. We'll just follow the rules. 


is we do 



MR. BUNCH: Okay. But what I'm saying 

e a right for signature and I'd exercise 


that riglPP^ All I'm saying is we'll agree that his 
notarize^^gnature can be done before any notary. 


EXAMINATION 


BY MR. BUNCH: 


Q. Sir, would you state your full name for the 
record . 

A. Yes. David Iauco. 

Q. And how do you spell your last name, sir? 
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4 





A. I-a-u-c-o. 

Q. And who are you employed by? 

A. RJ Reynolds Tobacco Company. 

Q. And what is your current position at RJ Reynolds 
Tobacco Company? 

A. I'm senior vice president of marketing. 

Q. How long have you been employed by RJ Reynolds? 
A. Started with RJ Reynolds in 1975. And all 
except fplra 5 one-year period in 1979, I've been 
Reynolds. 

epartments -- have you been in any 
bther than marketing? 

^or a period between nineteen — February 
July of 1989, I was employed by a -- by 
obacco Development Corp,, which was a 
JR . 

t type of position did you have with the 
corp ? 

enior vice president of marketing, 
external relations, and scientific affairs. 

Q. Where were you employed in '79? You said that 
ou left for a short period of time. 

A. Oh, a small company called Cubernin (phonetic). 
And we were involved in the data processing area. 

Q. Have you ever testified prior to today as a 
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corporate representative in a deposition for 
RJ Reynolds Tobacco Company? 

A . Yes . 

Q. Okay. And in -- 

MS. PARKER: Let me just interrupt. I 

want to make sure that Mr. Iauco understands. I don't 
know whether he's been designated as a 30(b)(6) 
corporate representative or whether he's just 


testifyis 


him . 


s an employee . 

MR. BUNCH: I'm not trying to trick 

THE WITNESS: I'm not sure which. 

MS. PARKER: I'm not sure either. 


BtmCH : 


Q. have you testified in? 

A. I f refer to my -- all good versus RJR? Do 


you want Lsne cifics? This is all -- I think this was 
provided ^a^ou (indicating). 

Q. C a ^^^ e£ the document? 

A . Sure. 

MS. PARKER: Gary, would you like a copy 

of both of those? I think we gave them to you 
previously, but just in case ... 

BY MR. BUNCH: 

Q. First let me ask you this: Your counsel has 
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handed to you and you handed to me a document which 


has expert 


entitled "Expert Disclosure of David 


lauco." And it has listed the cases, that is on the 
bottom of page 3 and going over to page 4, which lists 
depositions -- ten depositions and two trials that you 
have testified at, correct? 

A . Yes . 


Q. And my question is -- because Ms. Parker's 


indicate; 



e might let me make a copy -- she's 


already ^^^^ided it to me, but for my benefit today 
she's goisna^to make a copy of it -- have you testified 


in any oPn^l actions than these, to the best of your 
recollec ^^ and knowledge? 

7PP&: Jui^% one, and it was a different kind of 


litigation^] It was a case involving -- it was a tax 
case that^te company was involved with, and I did 
testify trial relative to our marketing 


pract i celPP 


Q. Ok ^^ , And was that a state tax case? 

A. IRS. 

Q. IRS? 

A. Federal . 

Q. Do you know when that was? 

A. It was a couple years ago, is the best I can 
recollect. 
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Q. Was that case in the tax court or was that in 

2 the federal court or was it the court of claims? 

3 A. It was tax court. 

4 Q. And it was the IRS versus RJ Reynolds Tobacco 

5 Company? 

A. I believe so. 


Q. < Okay. 

A. We. initiated the case, however. 



this is 


^ What I would like to do at the end of 
because I know it's a deposition -- we sent 


to RJ ReM^ds Tobacco Company's counsel listing 


various Ec 


Is of subject matters, and we will go 


through £ )ii..& today. And at the end of the deposition, 




an exhib| 


BY MR. B 


Q. Lei 


ever sees 


be fore ? 


A . Yes. 


copy of this (indicating) to be attached as 

J oka y ? 


MS. PARKER: That’s fine with us. 


5 show you a document and ask: Have you 
ie document that's been marked as Exhibit 1 


Q. Okay. And when did you first see it? 

23 A. Several years ago. And I saw it in the course 

24 of preparation for litigation. 

25 Q. When you saw it several years ago, in what 
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12 



2 3 

24 

25 



context did you see it several years ago? 

A. Again, in preparation for litigation. 

Q. Now, have you ever had any contact with the 
Tobacco Industry Research Committee or any of its 
successors -- I think it's the Counsel For Tobacco 
Research? 

A . No . 

Q. Okay. Now, you have a degree in engineering, do 
you not 

A. Ce^gf t . 

Q . Wh gut^jg .rea of engineering is your degree in? 

. A. TepififPtca 11 y the degree is a BS degree in 
interdi^^^inary engineering. It was primarily 

chpa^calAngineering that I studied, but I followed a 

^ pillillt 

curricul um a t Perdue University to specialize in 
e ngin e e r i sales and marketing. 

Q. No|*r^n Exhibit Number 1, RJR (sic) Reynolds 
Tobacco IPPUffany is listed on the lower right; do you 
see it? s make sure I'm not the first one that's 

pointed this out to you. They have an E.A. Darr, 

President . 

A. Yes. 

Q. And this document indicates that it was -- that 
Reynolds was one of the sponsors of the Tobacco 
Industry Research Committee. Do you see it's listed 
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Q. Now, who at RJ Reynolds Tobacco would know about 
the origin and purpose of the Tobacco Industry 
Research Committee? 

A. I really don't know. 

MS. PARKER: I know you have that listed 

as paragraph 10, so we'll let you know the name of 
someone. 


BY MR . 


MR. BUNCH: Okay. 



Q. Wi'ty^piegard to RJ Reynolds Tobacco Company's 

marketin|pp8^o you participate in preparing the budgets 


for the maprkJeting? 


■ticipate in it, yes 


CT- ~ WhpnSs the final word on the budget? 


A, Our 


CEO for 



would have the final word, 
ically how is the budget submitted to the 


fer her review? 


A. Ty^^^^Lly we operate on what we call a business 
unit structure. There are business units for each 
brand. There's a business unit for each brand. And 
typically a business unit would develop an annual 
marketing plan. That would be presented up to the 
executive vice president of marketing. There would be 
an indurative process where those budgets would 
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be -- you know, go through revisions and so on. And 
when the EVP of marketing was happy with that budget 
and the consolidation of each of the business unit 
budgets, then they would be presented to the CEO. 

Now, are you the executive vice president at 


Q. 

Now , 

this 

point 

A . 

No . 

Q. 

Now , 


A. No. I am a senior vice president of marketing. 
Q. Now, is that above or below the executive vice 
preside n k^ali il 

A. I tjpC^/ille 1 ow . I report to the executive vice 
president.ofi marketing. 


Q 


Ant 



o is the executive vice president of 

market i n ^^^ 

LyU Beasley. 

Comra^you spell that for me, please. 

A. L - y^^n B - e - a - s - 1 - e - y . 

Q- JspS^t a man or a lady? 

A. woman. 

Q. AnlF^jjRllc long has Ms. Beasley held that position? 
A. I ^^eve it's been a year and a half. 

Q. And who held it before her? 

A. Ove Sorensen, who has since left the company. 

How does he spell his name? 

O-v-e and S-o-r-e-n-s-e-n, I believe. 

And do you know where he -- is he employed or is 


Q ■ 

A. 
Q . 
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he retired? 

A. I really -- I don't know. I don't know if he's 
been re-employed. 

Q. Did he leave voluntarily or did he get 
terminated? 

A. I don't know. 

Q. Does he live here in the Winston-Salem area? 


I'm not sure. 


Q . N 


annual 


A. Ye 




ave you ever participated in preparing 
ting plans? 


A. M a;n 



(at cigarettes? 

S 

) Many different brands over my career 


ie participate even when you're in entry 


level --Tinian entry-level position. So over the 


years, I ' articipated in virtually every brand 


we 1 ve pu£ 


the market. 


Q. Co^Fyou just list them for me. 

A. Camel, Salem, Winston, More, Now, Durell, 

Vantage, Premier, Eclipse. I'm listing some brands 
that we no longer market. Are you interested in 
hearing more? 

Q. (Counsel nodding head). 

A. Bright. Did I say Camel? 

Q . Yes, sir. 
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1 A. Magna, Sterling, Century; those are the ones 

2 that I recollect. There’s probably been others. 

3 Q. Now, the marketing plan, I take it, that's a 

4 written -- the marketing plan is reduced to a written 

5 document that's submitted to either the CEO or the 

Q board of directors? 

W 

7. A. Not always. 

sis: 

Q. You say it's not a written document? 

IK A. It^^^ot always a written document, 

j Q . I tF^o m etimes is? 


12 effort 



been in the past. We have - - in an 
reamline things, we no longer put 


together:, iygu know, comprehensive written documents of 


a r k|§t&ing plans 


Q . W 


your mar 




id you stop preparing written documents of 
ng plans? 


A. A time ago. 


Q . Whl 



t remember, per se . Sometime in the '80s, 


I believe. 


t Q. Now, in the '90s, what was the typical marketing 
^budget for RJ Reynolds Tobacco Company? 

23 A. Well, there hasn't been a typical marketing 

24 budget. It's varied significantly depending upon the 

25 activities planned for that year and what was 
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happening in the industry for any particular year. 

Q. Well, what was the range of the marketing 

budgets in the '90s, for instance? 

MS. PARKER: Total? Total budget? 

MR. BUNCH: uh-huh. Yes. 

THE WITNESS: Total marketing budget? 

I can only give you a broad guess because you're 
talking about a decade of budgets. 

BY MR . : 

Q. I'^^^^lking about yearly. Maybe you misheard 
Maybe I wa^j inarticulate. I apologize. 

Basically you said that each year was 
^not the '*' t wou -^ vary. And I'm just saying, 

yovejHl^e the high or a low? I mean, give me a 



range that t'he annual budgets would be between. 

A. I c aSj& Ncr i v e you an approximate range. 

i 

Q. 

i 

A. AnjlWP^would say that it's in the 
neighbor^^ -- not counting pure discounted, which 
really don't count as part of the marketing budget, 
although we account for it -- it's probably in the 
range of 300 to 700 million dollars. 

Q. A year, right? 

A. Correct. 

Q. In the '80s, was it approximately the same? 
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A. I ]ust -- I really don't recall. 

Q. Who would know? 

A, I don't know that anyone would know — carry 
that information around. I would imagine that it's 
documented in our financial area. 

Q. And who's in charge of your financial area? 

A. Our CFO; it's Ken Lapiejko. 


Q. How do you spell the last name, sir? 


i-e-j-k-o 



i-e-j-k-o? 


I believe that's correct. 


fw long has he been the CFO? 


&k five, six years. 


Dias^the marketing department have its own, like, 


account as 


^r controller for that section? 


A. Yes l^ We have had members of the finance 
departme htTt nat had specific responsibility for 
market injjpli# 

Q. An ^^ o -- and who would that be in the last, 
say, ten years? 

A. The most recent past has been a gentleman by the 
name of Ken Whitehurst. 

Q. How do you spell his last name? 

A. W-h-i-t-e-h -- I believe it's -- u-r-s-t. 

0. Now, how or what -- strike that. 
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How is the budget broken down; that is, 
in marketing, could you kind of give me the areas in 
which the marketing department spends money in 
connection with marketing? 

A. Yes. There are specific budgets, for example, 
agency fees; and what we call production, which is the 
production of our advertising materials; and then 


media advertising placement. And all of that would be 


under t 


fee - - al 


componen] 




isignation of advertising. So 
y fee, production, and media would be 

1 

jf advertising. 


Then there would be various components 
of the plxfnv^tion budget that include retail 


media promotions; sweepstakes; things such 


point of 



as that if a; brand is engaged in that ; 


sale mate^ls that are printed; direct marketing 


expenditure 
Q . Di|fep 



marketing expenditures? 


A. Y e jTT|j C e r t a i n special events promotions; support 
of some of our sport sponsorship, such as Winston Cup; 
and then there would be budget categories for 
marketing research; product research, which really is 
just measuring appeal of the product. Those are the 
broad categories, I think, you know, that come to 
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BBS 


Q. Now, do you have any rough approximation as to 
the percentage that you basically listed four 
categories, if I heard you correct: Advertising, 

promotion, market research, and product research. Out 
of the budget -- and I'm not asking for a minute 
fraction -- but could you just tell me approximately 
what each of these four play? 


A. No, I can't. I mean, it's really going to be 


differen 



and by brand, depending upon what the 


act i vi t ipi^l^nd circumstances for each brand would be. 

J For example, if a brand is launched in a 


new adve! 


percenta< 


there ’ s 


fing campaign, there's going to be a higher 
^perhaps, placed in the 

-- behind advertising for that brand. If 
^ major new promotional campaign, that 


would ske w^h e dollars more into the promotion area. 
There really’ aren't any set -- and we don't look at it 


that way 


lere aren't any set percentages for 


advertis : 


r ersus promotion. It's more what the 


particular brand's circumstances are for that 
particular year, what the competitive environment is 
like, what the plans are, what we're hoping to 
accomplish in the course of the next year for that 
particular plan that would be indicative of how the 
money is allocated on a functional basis. 


RUSSELL COURT REPORTING, INC. (336) 961-6057 


http://legacy.library.uc^f.edBi(^^ri9ff|a^)0 , /prellw.industrydocuments.ucsf.edu/docs/rshl0001 


0Z0 




4/12/99 DAVID IAUCO 


CONFIDENTIAL 


Vol. l, Page 21 



io<y 


l] Q. Has the marketing changed over time, other than 

21 been pretty much the same for the last 30 or 40 years? 
31 A. Yes, it has changed over time. There's a great 
41 deal more of promotional activity today than there 
5| was, for example, when I started with the company. 

There is less allocation of advertising dollars than I 
recall, you know, 20 years ago. It's become more 
competitive. There is more pricing activity and 
therefor^^re promotional activity today than in the 
‘s more price competition because there 

it tiers -- price tiers that exist today 

| 

^past . 

i 

|o you attribute that to? 
ist evolved in the early ’80s. It used to 
industry was -- and a lot of it was due 
the retail trade being less accepting of 
ientiation . 

As technology was available to, for 
example,LsJ packs, it became easier for the trade to 
be able to accept differentiated pricing on cigarette 
brands. Because there are so many of them, it was 
^difficult for them in the past. So as the technology 
231 enabled it on the part of the retail trade and various 
241 competitors in the cigarette industry became squeezed, 
25| they were much more open to competing on the basis of 
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price. And the facility was there to do it because of 
technology. And in the '80s emerged different price 
tiers that didn't exist in the past. 

Q. Now, with regard to RJ Reynolds Tobacco 
Company's market share, does the company have 
approximately 25 percent of the market? 

A. Approximately, 

Q. An^ has that market share been consistent for 
the last^^^or 40 years? 

A. N Q ^T/j 

Q. Ok MT ^ Let's go back to the '50s, what was their 
market sSraWl,- do you recall? 

A^^. I |Cy|n^t reca H specifically. I didn't work for 
th^^^omp^|y then. But in the '50s, there were only a 
few bra n osTl And X think the company enjoyed somewhere 
in the n^^borhood of, you know, 40 percent of the 
business 

q, WolPlIl^that be true before the '50s, like 
the 1 4 Qs ^^ 

A. Yes. I mean, our share was fairly high back 
then; that's my understanding. 


121 ^ 

Did 

- - in the '60s, 

did the 

company's share 

23 drop? 






24 A. 

No . 

Our share grew 

i n the 

'60s. 

We launched a 

25 number 

of 

very successful 

brands 

in the 

'50s that 
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continued to grow in the '60s. 

Q. What were those? 

A. Winston and Salem, in particular. We also in 
the ‘60s produced a filtered version of Camel. And 
they contributed to the brands -- to the company share 
growth in the early '60s. And it wasn't, I believe, 
until the late '60s that our share began to level off 
and then decline through the '70s. 


Q ■ Hap 
a public f 
s1ogans ? 


Reynolds Tobacco Company employed outside 


ions firm to come up with advertising 


A. No 


ThfyfnHve gradually created your advertising 


A. We 



house? 

«gg| 

you said public relations firms, no. We 


employ advertising agencies to develop 

advert i s^rLSU-^campaigns for our brands, not public 
relat ion^S^ms . 

Q . I ^^gize . 

Basically, if I recall correctly, when I 
was younger I used to see an ad like Winston's taste 
good like a cigarette should; do you recall that? 

Sf 

A. Yes. 

Q. Who developed that, do you know what advertising 
agency? 
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A. I don't know. It was before my time, 

Q. Are you saying I’m older than you? 

A . Could be. 

Q. Or just the fact that it was developed before 
you got to the company? 

A. It was before I got into the company — started 
with the company. 

Q. And, basically, who are some of the advertising 
companits^at RJ Reynolds Tobacco Company has hired 


develB^, advertising campaigns? 

A. Wel^^there are many that we've had over the 


years 



to site a few of them, back in the time 


5 that you^Pe speaking of, William Esty Company was 
onf^Sf t ip^ mai or advertising agencies that we 
empToyed^^icCann Erickson was another. BBDO was 


another m^ cW r advertising agency that we used. Tathan 
Laird KupTerj TLK was an agency that we used. 


Leber- Kal 


irtners was another agency that we used 


quite exl 


uvely over the years. More recently our 


advertising agencies are Mezzina/Brown in New York, 
who we currently continue to use; Long, Hayraes, and 
Carr, here locally. Coin Beam is an agency that we 
currently use, West Wayne is another. 

Q. Now, these agencies, do they do the market 
surveys for developing these advertising campaigns or 
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is that done in-house or is it done jointly? 

A. Typically, our surveys that we use to try to 
understand what adult smokers are interested in are 
done - - are planned internally and executed through 
marketing research suppliers that exist throughout the 
U . S . 

Q. If it's done internally, why isn't it executed 
internal I mean, why do you develop it internally, 

side 

he way everyone conducts marketing 
' m not aware of any company that has a 
ing research facility to be able to 
icute research. They instead draw upon the 
tat -- who are experts in doing that that 
fhout the United States, that do screening 
Respondents per the clients 
>ns -- the client being us in this case, 
and then actually conduct the research. 


It's the way it works. 

Q. Now, RJR has done a lot of research, has it not, 
on identifying at the age at which smokers or 
individuals start smoking, correct? 

MS. PARKER: I'm going to object to the 

form of the question, but you can go ahead and answer 
it. 
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THE WITNESS: I wouldn't say that we've 

done a lot of research on the subject of the age at 
which smokers begin to smoke. 

BY MR. BUNCH: 

Q. Let me ask you this -- 

A. Not that I'm aware of. 

Q. -- have you ever seen any documents during your 
career with RJR which indicates that most persons who 
do smoke-ij^^dults started as teenagers? 

certainly seen documents in the course of 
tat referenced the starting age of 
.uding teenagers, I have seen internal 
jnN the course of my work that reference 
;reports, that indicate teen initiation of 




vernment reports have you seen 


I mean, 




excuse m i.. L et me restate that. 

You stated that you've seen internal 
documents^^^t referenced government reports. What 
government reports have you seen referenced? 

A. Oh, I think there's an annual Michigan study. 
There's a study out of the CDC called TAPS. 

Q. Any others, sir? 

A. None that I can recall. 

Q. Let's go through this a litt-le slower. The 
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Michigan — is that by the 


of Michigan 


2 where they have special surveys they do in a lot of 

3 different areas? 

4 A. Yes. I believe that they look at teenage risk 

5 activities. It includes smoking, use of illegal 

y* % 

^ j ji 1 drugs, sex, and so on. 

fL Tr 2 Q. Do you know what that annual survey is called by 
R the University of Michigan? 


A. I 


Q • Dof 



don’t have it top in my mind. 

know what school at the University of 


Michigan^£Q|§ducts that? 


A. I 


Ik it's in the public health area. 


Q. And |d& you know how many years the University of 


an|H|as been conducting this type of analysis or 


surveys 


A. Id 


been - 


that 1 s w 




b recall specifically, but I believe it's 

j 

1 ve been doing it since the late '80s; 
my recollection is. 


Q. reports on teenage smoking been 

consistent throughout most of the time that they've 
been doing most of these reports, to your knowledge? 
s A. Consistent in what way? 

Q, I mean, the data pertaining to teenage smoking 
been consistent. 

A. I have not reviewed the studies for some time. 
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so I think it's probably best to say. I don't recall, 
because I just really don't recall the specifics. 

Q. What type of data do the studies have in them? 


A. My 


is that they have data 





pertaining to experimentation, again, with cigarettes 
with other tobacco products, and with those other 
areas that I mentioned. 

Q. Dc^they track these individuals into adulthood, 
or are t^jlPy^just focused on a point in time as 


t eenager?s"T~ 


A . I 


two diffl 


look at / 




Disease 


Q. An 


A. Ye 


don't recall particularly between those 
t sources what specific age groups they 


WhiPel about the CDC, that's the Center for 


irol, in Atlanta? 


A . Corj«&t . 



u said, I think, TAPS; is that T-A-P-S? 


Q. does TAPS stand for? 

A. It's an acronym for teenage -- I don't remember 
Q. How long has CDC been producing these reports? 
A. Here again, I don't recall specifically. For 
several years . 

Q. In part of marketing, have you seen any surveys 
in-house at RJR indicating that persons who smoke are 
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loyal to a brand; that is, they don't switch brands 


much? 


question back 


BY MR. BUNCH: 


MS. PARKER: Could you read that 


Q. Well, let me just restate it. It may be 


r 7 


awkward. Let's break it down in smaller bites 


research 


smokers 


sorry 



Have you read or are aware of any 
studies or analysis which deal with 


to a particular brand? 


| MS. PARKER: Reynolds documents? I'm 

jject to the form of the question. 


IBY MR. BOTrpHl: 


You said yes? 


AifrTght. I am aware that we have 


studied - - R eynolds has studied as well as others have 


studied 


ty in this category -- in the cigarette 


category fHBT 

Q. Is ^^^air to say that the studies indicate that 
most people stick with the brand that they start 
smoking? 


Q. Let me hand you a document, Exhibit Number 4, 
and ask if you've ever seen this document before? 

A . No . 
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Q. You've never- seen this document? 

A. I've never read this document. I've seen it 
because I was asked by my counsel whether or not I had 
seen it before, and I told them, no, to my 
recollection anyway. 

Q. Who had -- who has the most -- if I wanted to 
know or find out who has the most relations with the 


Tobacco Institute, who would that be within RJR? 


A . My | 


?| Inst itut|T?* 


Q . We 


history 




rstanding is there is no longer a Tobacco 


understand, but I'm talking about the 


m A. I dutesh it would be someone in our external 


rell^on^Mepartment . I don't know who in particular 


would be Ithe;most -- have the most contact. 


Q . Wha 



the external relations department? 


A. 11 department that involves public 

r e 1 at i on^®f^ibl i c affairs, community relations. 

Q. An^^^^ig else? 

A. Those are the things that come to mind. 

Q. So you have no knowledge about the mission of 
the Tobacco Institute? 

A . No . 

Q. Do you have any knowledge of RJR creating the 
Tobacco Institute with other people in the industry? 
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1| A . No. 

2j Q. So you have no knowledge about the creation, 

31 formation, or purpose of the Tobacco Institute? 

41 A. NO. 

51 Q. Let me hand you what's been marked as Exhibit 
Number 6, and I'll ask you if you've seen that 
document before? 

A. Yes, I have. 

help create this document? 


participate in this document 
the review of this document before it was 



have any involvement in connection with 



know who prepared this document for RJR? 
A. Ye|TT $ne of our advertising agencies helped 


with this, what we call, public issues campaign, and 
3^11 , it was Leber-Katz Partners. 

' 4 

% Q. Leber-Katz? 

2 31 A. Leber-Katz Partners. 

2 41 Q. And this was a public issues campaign? 

2 51 A. Correct . 
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V O 1 . 1, 


1 Q. And how much money does RJR typically budget to 

2 spend on public issues campaigns? 

3 A. Nothing. We don't typically budget. This was a 


4 special 


my understanding was it was a special 


5 endeavor to try to publically communicate our position 

\ 

on a number of smoking issues because the company 


believed that our position was being mi 
and wasn't properly being communicated. 


i z e d 


Q. BaigiiFcally this document says that -- does it 


I not, "St 


disease 



the cents 


ml 

mmi 

I 

ku| 

1 

I 

|J 

f I** 


A . , Yes 



was prod 


does it 


is which conclude that smoking causes 

i 

I regularly ignored significant evidence to 

£ 

S" ? Do you see that statement? 


Ijt^it a fact that by the time this document 
yigy -- because it has a date up there 1984, 
in the upper right-hand corner? 


A. YefeT^Xt does. 


Q • ThJ 


American u 


r 1984 the American Cancer Society, the 
.cal Association, and numerous other 


medical societies had concluded that smoking causes 
diseases? 

A. My recollection is that by that time those 
organizations have -- did draw that conclusion. And I 
believe that what we were communicating here was that 
there were some studies that reached different 
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l| closed case, but as an 

2| open controversy. 

3| Is that a correct reading? 

41 A. Yes. 

5| Q. Now, the open controversy has been one of RJR's 
^ themes for many years, has it not? 

A. I wouldn't call it a theme. It's a position 
that the. company has taken; that others have suggested 
that relgilf^^e to causation of disease, that they have 
t smoking definitely causes diseases 
jiith smoking. Our position as a company 
causation has not been proven, that 
mpking is a risk factor for the diseases 
11 understood to be associated with 
that the causation has not been 
proven, 

iseases does RJR perceive that smoking 
sk factor for? 

can't give you -- I'm not a scientist. 

. I can't give you a comprehensive list. But there are 
many diseases that are commonly associated with 
^smoking: Lung cancer, heart disease, emphysema, to 

2 31 name a few. 

241 Q. Do you ever participate in developing the 
251 company's strategic plan? 
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Q. Let me hand you what's been marked as 
Exhibit 7. Do you know Dr. A.W. Hayes? 

A. Yes. 

Q. And what type of a doctor is he? Is he a 
Ph.D.-type doctor? 

A. He is a Ph.D. toxicologist. 

Q. Uh- huh. 

K y j 

And what about Dr. Robert L. Suber? It 


looks 1 ii 


-u-b-e-r. 


A. Sub^r^ He is also a Ph.D. toxicologist. 

Q. AnflP^lPlf the second page, it says this is CC ' d to 


looks, 1 iSefTlCl i f f ord Mansfield. 


I 't know that person. 


Q. Okay. ] Have you ever seen this document before? 


A. OnlyS^fehis morning. And I was asked the same 


question|f-**nd I had not ever seen it to my 


recollecl 


Q. Whl 


jBill Clapp? 


A . I don't know. 

Q, It states on the second page that: (Reading) 


I think the 


companies should 
reverse their position 
that problems don't 
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12 


23 

24 

25 




exist with tobacco. We 
should explain to the 
public that thresholds 
for biological effects 
do exist, the concept 
of biochemical 
individuality, and that 

i 

we are attempting to 
make new products which 
address their 
concerns , 

Do you see that sentence? 

A. do. 

Ha^here ever been discussions, to your 

# PM 

knowledg e, wi thin RJR in which the company - - that 
whether l ^y^c ompany should reverse its position and 
acknowlec^-e^that problems exist with tobacco? 

A. I know what he really means by that. I 

haven't this whole document. I don't know what 

he means by that statement. I don't know what the 
relevance of this document -- I don't know what this 

document refers to, in terms of their position. I 

| 

think you should probably ask Dr. Suber. 

Q. Is he still employed by RJR? 

A. Yes, he is, 
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12 




Q. At what 
A. He is here in Winston-Salem. 

Q. And how much interaction do you have with 
Dr. Suber? 

A. I have a fair amount of interaction with him. 

Q. And how is that? 

A. Well, I work on a number of products that 
involve a lot of scientific study and therefore I have 
quite a ^ Nof interaction with some of the 
s cientis ^^^^ including Dr. Suber at RJR. 

Q. Lovter^n this document he says that: (Reading) 

This population is 
concerned with 
perception, health, 
group rights, and 
quality of life-style. 

Our marketing 
department has taken 
advantage of these, but 
R&D has not. 

Do you see that statement? 

A. I see the statement, yes. 

Q. And he's talking about this population -- the 
previous sentence identifies this population as the 
baby-boom adults. Does this marketing department 
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Q. And that's the paper you 


to earlier. 


correct? 

A . Correct. 

Q. Have you ever seen this document {indicating)? 
A . Yes , 

Q, When did you see it? 

A. I saw it in the course of litigation. I can't 

remember specifically when. 

Kii 

Q. It^^s : (Reading) 

Long before the 




present criticism 
began, the tobacco 
industry in an 
attempt -- {I can't 
even read that word} -- 

MS. PARKER: Sincere. 

Excuse me. 

-- sincere attempt 
to determine what 
harmful effects, if 
any, smoking might have 
on human health, 
established the Counsel 
for Tobacco Research, 


RUSSELL COURT REPORTING, INC. (336) 961-6057 


http://legacy.library.uCSf.efflc(ticK§bKltj!EE0/2Wpy(slfv.industrydocuments.ucsf.edu/docs/rshl0001 








4/12/99 DAVID IAUCO 


CONFIDENTIAL 


Vol . 


, Page 4 0 


Do you see that? 


A. Yes. 


Q. Now, that statement is really not an accurate 
statement, is it, because wasn't the Counsel for 
Tobacco Research developed in response to articles in 
a couple of health journals and some statements that 
linked or purported to link cigarette smoking to 
health prdrtms? 


A. AglTisj^l I -- you know, this was -- the 


development^ the Counsel for Tobacco Research 


occurred 


before I started with the company. I 


really hlFpjio knowledge about what its purpose was. 


Ant W ou don't have any knowledge as to what 


triggeredits formation? 


A. I relfcly don't 


Q. Anc i ..w.h 6 would know that? Who would be the 


company 


irian ? 


ques tion . 


MS. PARKER: Object to the form of that 


THE WITNESS: I don't know. And it goes 


back almost 50 years. 


BY MR. BUNCH: 


Q. Let me hand you what's been marked as 
Exhibit 9. Have you seen this document before, sir? 
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A. Again, I saw it this morning and was asked the 
same question. My recollection is that I have not 
read this document before. It may have come up in one 


of my earlier depositions, but I'm not 


with 


Q. Now, are you familiar with discussions within 
RJR concerning the nature of the tobacco business and 


the role that nicotine plays in connection with the 


tobacco 



ness? 



Q. Do *X. oiM know what Mr. Teague’s position was 
within Rpiff|psl| 

A. My ^uffl ^rstanding is that Mr. Teague was in 
adnJES s t imt. ion at R&D. 


Ad fini^ tration at R&D? 

Yes .JaSfoftn administrative position at R£cD. 




Q . IS 


A. I 


Teague still alive? 


he i s . 


Q. An g~J o] you know if Mr. Teague lives in the 
Winston-Salem area? 


A. I really don't know. 

Q. Is Mr. Teague still associated or employed by 
the company? 

A. Not that I know, no. I'm pretty sure he's not 
Q. Now, you would acknowledge,.though, would you 
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not, that this is a document created by Mr. Teague in 

his business capacity? 


question . 


MS. PARKER: I object to the form of the 


THE WITNESS: I wouldn't know. I am 


aware -- because I'm also aware of other documents 


authored by Mr. Teague 


that he developed some 


' M 

EhVV J 

mam 

(> it: : 


documents that, my understanding was, no one ever saw, 
that werjgj^pflst his thoughts committed to paper. 

SS»“ ^ 

| T" 1 MR. BUNCH: Move to strike the 


nonrespoj., .v£e portion of that answer. 

BY MR. bIW^I: 

Q. Wefy^io you dispute the fact that nicotine has 


causes a variety of effects on the human 


body, physiological effects? 


A . I ' no 


, but I would not dispute 


that . 


Q. Noiffffave you, in your marketing efforts and 
your int^^ce with R&D, had any dealings with the 
concept that nicotine is a driving force for someone's 
continued use of cigarette products? 

A. Never. 

Q. You never heard the claim that a smoker's choice 
of product and pattern of usage are primarily 
determined by the individual's nicotine dosage 
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J. -c 


requirements? 

A. Not within the company. I've heard others claim 
that outside of the industry. 

Q. And who is that? 

Oh, you know, our numerous 
And who are they? 

Specifically? 


Yes, sir. 

K 

The. jople? I couldn't give you a specific 






A . 

Q • 

A . 

Q. 

A . 

list. Sie rrcf SBon generals, the various heads of the 
American'C^cer Society, American Lung Association, 

r 

other cr ^fe» s that I'm not sure what their affiliation 

might bel? 

| _ 

I s rrl t ’it the - - probably the only comment by the 
als is that -- even though each of them 
ir own areas of interest -- that they have 


surgeon 
may have 





consist efTtljp found that cigarette smoking is 
harmful 

MS. PARKER: Object to the form. 

BY MR. BUNCH': 

Q. -- to your health? 

MS. PARKER: Object to the form of the 

’question . 

MR. BUNCH: Let me restate it. 

BY MR. BUNCH: 
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Q. There have been more than one surgeon genera 
who have stated that smoking cigarettes is deleter 
or harmful to the smoker's health, correct? 

A. Yes. 

Q. And, to your knowledge, there's never been a 
surgeon general who has stated that smoking is 
beneficial to the individual, correct? 


A. No. I'm not aware of any. 


Q . Ar 


to act a j 



aware of the fact that nicotine appears 
timulant to some individuals in certain 


s i tuat ioirs ? 


A. I 


:en that communicated before, again, not 


^within t ^^ >Urse °f wor ^ here. 

Q^MjWel^j^ has -- to your knowledge, has RJR 

total 

attemptefTol analyze the impact that nicotine has on 
the sninks mi 

A. Not L....fc.h at I've been exposed to in the course of 


my work 


Q . We 



ie marketing department. 

iuring your discussions with research and 


development, has that topic ever come up? 


A. No. The only time that I've seen it has been in 
the course of preparation for litigation and documents 
such as this. 

Q. So, basically, you have never seen within RJR's 
halls or offices or meetings that nicotine can act as 
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a stimulant, a depressor, a tranquilizer, or a psychic 
energizer, an appetite reducer, anti-fatigue agent, or 
some other purposes; you’ve never heard that before? 


A. I don ' t 


ever being in a meeting, 


presentation, or discussion where the effects of 
nicotine were discussed in that manner. 


Q. How has nicotine been discussed in your 


pre senee ? 


A. Th 


af feet in 



le that nicotine plays in terms of 
e mouth feel, harshness, and other taste 


characteristics of our cigarettes has been how. 


t yp i call] 


re1 ative 




te subject of nicotine is discussed 
>ur products . 


you ever had nicotine discussed with -- in 


connectienwith ammonia? 


A . Yes 


Q. AncLilQw are those discussions -- what have been 


the si 


\atter of those discussions? 


A. Therf^/as speculation a number of years ago as 


to whether or not the use of ammonia by one of our 


competitors was perhaps producing a smoke quality that 
was more preferred by smokers. 


Q. Are you 


to your loose nicotine or free 


nicotine ? 

A. No. No. It was just the use of ammonia somehow 
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made the smoke less harsh than, perhaps, our 


product s 


the smoke of our products. 


Q. Was the competitor you’re referring to Philip 
Morris ? 

A. Yes. 


Q. And was the 


you're talking about 


Marlboro? 


A . Yes 


Q . A 


Winston fa 


A . Yei 


perhaps, 



rlboro at some time basically overtook 
he most popular cigarette? 

It was one of the theories as to why, 


oro was enjoying so much success. And 


it was b pg^ it* the '70s, I don't know, maybe into 
thJ2^0s^§& But subsequent to that, it was dismissed as 


a theory'^las not being a valid theory. 

Q. Let M ask you this: Have you been in any 


discussi 


body' 



that dealt with nicotine absorption by the 


A. Onff^ecently. 


Q. When was that? 


A. Well, over the past couple years. I’ve been 
involved in discussions with R&D regarding our 

I 

position on various subjects. And one of them was 
this whole subject of pH in tobacco smoke and 
absorption of nicotine. And so I.'ve become acquainted 
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with that relative to what is our position as a 
company on that, what do we know about that. 

Q. What's the position? Is this the position that 
pH frees up nicotine? 

A. This is what has been claimed. And our 
scientists have looked into it. And while I 
can't -- because I'm not a scientist, I'm not the best 


person to speak about this. This is a technical 


subj ect. 


of all, 


to measu: 




|t, basically, our position is that, first 
|e doesn't have a pH, per se; that in order 
|H, you have to actually measure the pH of 


a liquidf^^lo they're not really sure that the 
techniqu^^hat are used to measure the -- quote, 
mejEle pH of smoke are really valid techniques. 

But outs jde jof that, the amount of nicotine that's 


avai1ab1e 


absorption by smokers far exceeds the 


amount t^a«fe».they -- that they do, in fact, absorb and 


that the 


fory that somehow you can increase 


absorpt it|ipHb|' changing the pH is invalid. 

Q. Now, is nicotine absorbed faster through the 
lungs than it is through the mouth? 

A. My understanding, it is. 

Q. Now, do you see where Mr. Teague says that what 
RJR is selling really is, quote, nicotine 
satisfaction? And that's on page 5. 
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MS. PARKER: I'm sorry. Could you read 


that question back again. 


said? 


Did you just ask him if that's what it 


MR. BUNCH: Yes. 

MS. PARKER: Oh, okay. You can go ahead 


and answer it. 



THE WITNESS: On page 5? 

| MR. BUNCH: Yeah. 


THE WITNESS: I haven't read this 


document ^scg I'm looking on page 5. 


MS. PARKER: Were you asking him if the 


document fsfiyb that? 



MR. BUNCH: Yes. 

THE WITNESS: Okay. Could you repeat 


the questI'm sorry. 


BY MR. B 



Q. Do see on page 5 where Mr. Teague basically 

states (Reading) 

Would it not be 


better in the long run 
to identify in our 


minds or in the minds 


of our customers that 


what we are really 
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1 

2 

3 

4 


BY MR. BUNCH: 

Q. Now, on page B, do you see where he says, 
of, one-third of the way down the page, he says: 
(Reading) 


kind 




Hopefully some day 
we will rejoice rather 
than despair when a new 
crop of tobacco shows 
an usually high content 
of nicotine, our 
primary product. 
Hopefully with time we 
will be able to develop 
sophisticated and 
improved minimum dosage 
forms for nicotine 
which will be more 
satisfying to the user 
and free of alleged 
health hazards. 


A. I see that. 

Q. When -- you said you seen this memorandum in 


2 3 
2 4 
25 


litigation. Do you recall about how long ago that 
was ? 

A. This particular memorandum? 
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valid line of 
reasoning, then our 
long-term future course 
of action should be as 
follows: One is 

recognize the key role 
of nicotine in consumer 
satisfaction and design 
and promote our 
products with this in 
mind . 




done any analysis with regard to trying 
the role of nicotine in consumer 

at I'm aware of, 
says: (Reading) 

Number 2. More 
precisely define the 


minimum amount of 
nicotine required for 
satisfaction in terms 
of dose levels, dose 
frequency, dose form, 
and the like. This 
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would involve 


bioloaical and other 


experiments. 

Do you see that? 

A . Yes, I do. 

Q. Do you have any knowledge about those 
experiment s ? 

A . No., 


Q ■ Oni 



next page, on 9, it says: (Reading) 

Number 4. Study, 
design, and evaluate 





new or improved systems 
for delivery of 


nicotine which will 


provide the minimum 
satisfying amount of 


nicotine in attractive 


form, free of allegedly 


harmful combustion 


product s. 


Do you see that? 

A . Ye s, I do. 

Q. Then Number 5: (Reading) 

Study means of 
enhancing nicotine 
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satisfaction via 


synergists, alteration 
of pH, or other means 


to minimize dose level 


and maximize desired 


effects. 


Q • Do| 

backgrouf 


Do you see that? 


A. Yeb, I see it. 


know what Mr. Teague's educational 



Q. An! 


know wha 




Q- 


don 1 t re 


Q . Arj 


lu said he was in administration. Do you 
assition he had in administration? 



don't . 


i know how long he worked for RJR? 


know. In my 20-plus years with RJR, I 
ever meeting the individual. 


fu aware of studies which indicate that 


there that there appears to be relations 

between smoking and personality? 

A. I'm not sure I understand what you mean. 

Q. Do you know of any studies which reflect that 
there may be a relationship between smoking and the 
smoker's personality — that certain personality 
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Q. And when did you become aware of those studies? 

A. I can't recall specifically, but I recall 
several times over the course of my career where in an 
effort to understand adult smokers better, there was 
information presented by our marketing research people 
on how adult smokers distinguish themselves from 


nonsmokers from a personality. Apparently there were 


quite a i 



ronounced differences in adult smokers 


versus api3#rtl nonsmokers; for example, adult smokers 


being mu< 


>re social than nonsmokers, as a general 


rule,- be 


luch more risk takers in many different 


activities! much more activity than nonsmokers, as a 


.1 ^Ba.e, and things like that. 


Q ■ D °L 


Roberts ? 


A . If H 



know a -- or have you ever known a Donald 


Don Roberts from our R&D department, 


Q. Do also know a Dr. Eysenck; and that's 

spelled E-y-s-e-n-c-k? 

A. No . 

Q. Let me ask you if -- I’ll hand you Exhibit 
Number 10 and ask if you've seen that document before, 
sir? 

A. Yeah. This is another one that I was asked 
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2 3 


24 

A 

25 

Q 


whether - or not I had seen it before, and I indicated 
no, I have not. I have not read it, but I saw it this 
morning . 

Q. Do you have a flavor -- does RJR have a flavor 
and biobehavior division? 

A. I don’t think we do now. We may have in the 
past . 

Q. This document is dated 1983. Is it possible you 
had one time? 

A. 11 jp^u| Ld be. 

Q. Anc L^ talks about on page 2, it says, "Smoking 
and P e r s t y . " (Reading) 

There appears to be 
j|§| a relationship between 

# puif 

smoking and 
personality. The 

L»»»J three major types of 

j 

personality factors, 
according to 
Dr. Eysenck, are the 
degree of extroversion, 
neuroticism, and 
psychoticism. 

A. I see that. 

Q. Okay. And it says: (Reading) 
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Extroverts are known 
to have low levels of 
cortical arousal and, 
in general, prefer 
higher levels of 
external stimulation. 

MS. PARKER: Are you asking 

says ? 

ee that ? 
at . 

seen this in other contexts 
MS. PARKER: I object to the 

THE WITNESS: No. 

ever heard that discussed? 

ee down where it says that - 
ays: "Physiological and Rit 

king," the second paragraph 

g) 

The proposed 
physiological effect 
caused by nicotine 


him if 


7 

form of 


- in the 
ualistic 
in that? 


the 


It 
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1| plays a central role in 

2| allowing smokers to 

31 manipulate their level 

4 i of arousal. 

A. I see that. 

Q. Have you ever seen any studies about how 
nicotine impacts upon the smoker's arousal? 

never seen that anytime in marketing or 
ith R&D? 



23 

24 
2 5 


st says: "Unaddressed Motivations for 

.Dio you see that? Have you ever seen any 
>ut motivations for smoking? 

j^yply in the course of my career, I've seen 
referenced when smokers smoke and what 
tout smoking. I don't recall ever 
^seeing a study or discussing motivations 
for initg smoking. 

Q. You say, "what they like about smoking." 

Haven't you seen studies which indicate that the 
cigarette's taste is relatively unimportant to the 

4 

smoker s ? 

A. Oh, not at all. 

Q. Well, have you seen studies ’which indicate that 
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the taste is only important to a degree, that it's not 
supposed to be bad, like water's not supposed to be 
bad, but that it really -- people don’t smoke for the 
taste itself? 

A. No. I would disagree with that. And I've never 
seen a study that indicated that. 

Q. Well, have you seen -- 


answer? 


MS. PARKER: Did you finish your 


THE WITNESS: Well, I was just going to 


say thatjgj^t my experience has been, the studies that 
I have that there are many different aspects of 




smokers respond to and evaluate as they 


BY MR . B. 



loffat .Afferent brands and try different brands 
And tastm^ia a very, very important part of it. 


you turn to the next page, page 3 of 


this docpmer^t, the document says: (Reading) 


The cigarette's 
taste {is relatively 
unimportant} -- is a 
relatively unimportant 
benefit of smoking. 

Its taste is primarily 
the delivery vehicle 
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for the benefits 


delivered by smoking. 
However, an acceptable 


taste is 


success . 


Do you see that? 


A. I see it , yes. 

Q. And so you're saying that you have never seen or 


heard itk 


:ussed or have been -- seen studies within 


RJR thatfcfre! cigarette's taste is a relatively 


t. enefit of smoking? 


A. AbJ^nrmiely not. I would disagree with that. I 
Idon 1 t knbwlwhether this is a hypothesis or whose point 


everythin 


in this c 


Q. We 


writer oj 




s represents, but it runs contrary to 


have seen and learned about this industry 


an you turn to the next page. And the 


Pis memorandum says: "What a cigarette 


is." And do]you see the second sentence he says, 


quote: (Reading) 


A short definition 


is that a cigarette 
supplies nicotine to 


the consumer in a 


palpable (sic) and 
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convenient form. 

A. Palable. Yes, I see that. 

Q. Do you see down there, the next paragraph says: 

(Reading) 

One feature of 
nicotine which leads to 
repeated usage is its 
. ten minute to one hour 

half-life in the human 



body . 


A . I 


fthat . 


agree that that's basically the half-life 


of nicotlrie ?> 



e no idea . 


Q- never studied that? 




Q. NoW”r“^y|Ou said a while ago that you've seen 
studies usage -- when people use cigarettes. 


Isn't it^^^act that the great majority of people who 
smoke, smoke their first cigarette early, right after 


waking up? 


MS. PARKER: I'm sorry. Could you read 


that question back, please. 


(PREVIOUS QUESTION READ BACK) 

MS. PARKER: "Isn't it a fact that"? 
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COURT REPORTER: Yes. 


MR. BUNCH: Well, let me just restate 


the que stion. 


BY MR. BUNCH: 


Q. Isn't it a fact that the research in the area as 
to when smokers first light a cigarette after waking 
up indicates that they do so within a few minutes of 


waking up? 


quest ionf.' 


think I' 




MS. PARKER: Object to the form of the 


THE WITNESS: I don't know. I don't 

er seen that kind of research where we or 


an yone h^^easured the percentage of smokers at when 
th^^iavffct he ir first cigarette. That's not something 


that I rfecaUL ever being reported on, discussed, or of 


i mpo r tanci 


us as marketers. 


our prod 


What I am aware of is that smokers use 
differently and there are different times 


of the dd different ways in which they derive 
pleasure from our products. And those are the kind of 
studies I'm talking about. 

MR. BUNCH: Move to strike that 

unresponsive answer. 

BY MR. BUNCH: 

Q . Let me show you Exhibit Number 11. 
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Let's go back; to Exhibit 10 for one 
second. Is Mr. Roberts still employed by RJR? 

A. I don't think so. 

Q. When did he leave RJR? 

A. I really don't know. 

Q. What was his position at RJR? 

A. He was in the R&D department. I believe he may 
have been a flavorist, you know, specifically had 


expert is'| 


recollec 


was mvo 


Q . Lo 





the flavoring area? that's what my 

| of him was. That's all I remember. He 

| 

l in product development. 

| 

\t Number 11 . 

i 

. Do you know a Dr. D.H. Piehl, P-i-e-h-1? 


Q . Ok 


that he w 


A. I 


A. No 



:all his name 


J Do you know what type of 


Ph.D. doctor? 


eve he was. 


know what his Ph.D. was in? 


I take it 


Q. Do you know a Mr. W.M. Henley? 

A. No. 

. Q. It talks about nicotine research. Have you seen 
this document before? 

A. No. I hadn't up 'til this morning when I was 
asked whether or not I had seen it 1 before, and I had 
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indicated, no. I've never read it. 

Q. If you look at page 2, it says: (Reading) 

The influence of 

nicotine on these 
functions leads to the 
following symptoms. 

Number one is elevated heart rate; two 


is elevated coronary flow -- 


A. I 


Q • Tw| 


irry. Which page are we on? 



Q. TwK 


elevated coronary flow. Three is 


elevated^blood sugar level. Four is lowered cutaneous 

p!igl| 

ter^^rat ^^ at the extremities. Five is increased 
blood flowiin skeletal muscles. Six is reactive 


re lease 





drenaline. Seven is alteration of brain 
otential pattern. Eight is inhibition of 


patellar^Wlex. Do you see that? 


A- I iJejthat, yes. 


Q. Do you have any reason to dispute the fact that 
nicotine has those influences, those symptoms? 

A. I don't even understand what some of those are, 

I 

no. I have -- I don't -- I don't know. 

Q. Do you see down at the bottom of this page, it 
says; (Reading) 
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The half-life of 


nicotine in the body is 
about 20 to 30 minutes. 
Do you see that? 


A. Yes 


Q. Have you ever seen any studies abbut the 
half-life of nicotine? 

A. I don't recall seeing studies about that, no. 
Q, Dcl^yoU have an understanding of what half-life 


Q. A nd wh at is that? 

A-w I tbadasja t e s to an average time that something is 


present ? 



Q . W] 


A. We y^ i n this case, I think they're talking 
about nifeoFlne present in the body. My understanding 
is, is t hat m icotine is absorbed in the body and then 
metaboli^^^in a fairly short period of time. 

Q. And it says that -- later that nicotine becomes 
concentrated in the brain about five minutes after 
injection. Is that consistent with your 
understanding? 

A . I have no idea. 

Q. The next page, on page 3, it says: (Reading) 


RUSSELL COURT REPORTING, INC. (336) 961-6057 


http://legacy.library.ucSf. e(ficitii(EKgbiKD:!{ai)0)ipBHA/.industrydocuments.ucsf.edu/docs/rshl0001 


52259 










4/12/99 DAVID IAUCO 


CONFIDENTIAL 


Vo 1 . 1, Page 66 




- ^ 






<12 
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In contrast to the 
lung absorption of 
nicotine mentioned 
above, absorption 
through the mouth is 
very much slower and 
inef ficient. 


Q. Is||i?irlt consistent with your understanding? 

I j MS. PARKER: Do you have an 

understating? 

THE WITNESS: I really don't have much. 


A . I .see tha t . 



w 0 

Ljjjm t 

onA 

1 ,1 




clear understanding. I have read some 
;e course of, you know, reading press 
so on. But my knowledge is very low on 


the subject 
BY MR. B| 

Q. On page 5 it talks about nicotine in 
relationship to the Winston brand. Do you see that? 
^It's the second full paragraph down. 

A. Yes . 

Q. And at the very end of that paragraph, it has 
this sentence: (Reading) 
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Additional studies 
of the relationship 
between nicotine 
delivery of Winston 
blend and nicotine 
delivery of individual 
blend components are in 
progress. 

And my question is; Have you ever seen 


such 

s tu 

A. 

No 

Q - 

Wh 


* I 



Q. Who wc>pld have knowledge of such studies? 

A^ rr;; I ^^^ t know specifically, but it would have to 
be TOieoffe in the research and development area. 

# «S8a8«S 

MS. PARKER: We've been going about an 
hour and^walf . When you get to a convenient place 
to stop, like to take a break. 

MR. BUNCH: What I'm going to try to do 
is go, i |jiyawps ibl e , to 12; 30 or 1; 00 so we could, kin 
of, avoid the lunch-hour rush and then take an hour 
for lunch, This will be off the record. 

(DISCUSSION HELD OFF THE RECORD) 

BY MR. BUNCH: 

Q. On page 9, it says, what we know about 
nicotine. 
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12 


23 

24 
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MS. PARKER: You misread that. 

BY MR. BUNCH: 

Q. "What we need to know about nicotine," do you 

see that? 

A. Yes, I do. 

Q. And then, basically, it has some questions. 

Let me ask you this: Down at the bottom 

there's individuals mentioned. Do you know any of 

those individuals? 

a. * n |§Jii||| co py list? 

Q. Ye^ir. 

MS. PARKER: I object to the form of the 

use you made some statement about -- 
MR. BUNCH: Let me just restate it. I 

get in an argument about that. 


*<3 ue M^ or M 



don't wa 
BY MR. B 
Q. Do 
bottom? 




see the CC or the copy list on the 


A . 

Yes^ 

iM 


Q • 

Who 

i s Mr . 

Rodgman? 

A. 

All 

I can 

tell you is he was in our R&D 


department. I recall that name. 

Q. Mr. Roberts, I take it, is probably the man on 
Exhibit 10, Donald Roberts. It's the same initials 
DL - - 
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A. If it's Don Roberts, I recall him in our 
research and development department. 

Q. what about M.E. Stowe? Do you know Mr. Stowe or 
Ms. S t owe ? 

A . No . 

Q. What about R.L. Rowland? 

A . No . 

Q. W tmt about C.R. Green? 

A. Th|Ptmay have been Charlie Green in our research 
and deve^^ient department. He was a scientist that I 
recall . Ayip 

Q. Is^ne’still with the company, do you know? 

S I think so. 

W h |§R|,^j | bout R.A. Lloyd? 

A. Ye ^sys^ That would be Bob Lloyd in our research 
and deve^^ent department; another scientist. 

Q. ish^Fi Lloyd still with the company? 

A. I fyeTLeve so. 

Q. his current position? 

A . I don't know. 

Q. What about Mr. R.E. Shackelford? 
i A. I don't know. 


23 Q . 

What about Dr. 

R.F. Moates, 

M-o-a-t-e-s? 

24 A . 

I don't know. 

I don 1 t know 

anyone else on that 

25 list. 
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Let 

me hand 

you what's bee 

n marked as Exhibit 

■ 12 

and ask 

if you've seen 

this document? 


MS . 

PARKER: Okay. 

This starts on page 

s t 

here anything that goes 

before that? 


MR . 

BUNCH: That's 

just how the 

t - 

- I got 

it. These are 

from the Minnesota 

and 

that's 

how it starts. 






through 

But that, 

i 

agree th? 
i1 we 


ou 


start ou 
take tha 





around . 


MS. PARKER: Actually, there's pages 

think it's misstapled. 

MR. BUNCH: Right. I agree with that, 

bw it came from the exhibit. But I do 

^age 10, it should be -- and we can remark 

1 

I reconfigure the exhibit. It starts 
,10, 11 is the first two documents that 

the front of the document. So we can 
the break and we can change the pages 


document ^ 
question? 


THE WITNESS: I have never seen this 

think you asked — did you ask a 


MR, BUNCH: Yes. 

THE WITNESS: I have never read this 

document. I saw it this morning and was asked that 
same question. And I have never seen it before. 

BY MR. BUNCH: 
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12 


2 3 

24 

25 


Q. Do you see back on page -- what's marked as 
page 3 -- it's the fifth page in the document, but 
it's page 3 of the document; it says, "Nicotine 
Physiology." Do you see that, sir? 

A. Yes . 

Q. Do you see where it says that animals will 
self-administer nicotine in a laboratory setting? 
It's abopt the fourth line down, sir. 

A. see that. 

Q. Anfjbgdrle next, it says: (Reading) 

Self-administrat ion 
of a substance is one 
criteria some 
psychologists use to 
determine if the 
effects of that 
substance are 
pleasurable. 

A. Yesee that. 

Q. Have you heard or ever done studies which 
indicate that animals self-administer nicotine in 
laboratory settings? 

A. No, I've never seen any studies to that effect 
Q. Have you ever heard that? 

A. It seems as though I may have read in the 
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Popular Press where some of our critics have suggested 

2 that animals will do that. 

3 Q. Do you know -- 

4 A. That's the only recollection that I have. 

Q. Do you know where in the Popular Press you have 

read that? 

A . No . 

Q, Lo^>k at page 5 - And when I'm saying page 5, I'm 
looking pipuhe top right-hand side. Down -- about 
three pajr.M^aphs down from the bottom, it says: 


(Readings 


One of the primary 



focuses in the area of 
smoking behavior 
research during the 


last ten years has been 
that of trying to 



determine what makes 


nicotine rewarding to 
people . What are the 


effects of the nicotine 


on the brain, the human 
body, emotions, and 
mental performance? 


And how do nicotine and 
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Vol . 



smoking bring about 
these effects? 

Do you see that? 


A. Yes 


Q. Have you seen such studies yourself? 


Q. Before that paragraph, it says that: 


"The fac^ remains" -- and I'm talking -- and it's 
st ar t ing|$i^h the fourth line down in the preceding 


paragrap 



(Reading) 


The fact remains 


that smokers do not 




continue to smoke 


unless their cigarettes 
contain nicotine. 

Most major 


researchers and 


research groups 
studying the 
motivations for and 
effects of smoking have 


concluded that nicotine 


is probably essential 
for the maintenance of 
smoking. People do not 
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smoke oak leaves, in 


spite of the fact that 
they have a pleasant 


aroma and that such 




cigarettes would 
provide the same 
pacing, distractions, 
lip sensations, and so 
on as do tobacco 
cigarettes. 

Do you see that? 


Ha |v^||"^ ou ever seen such studies or analysis? 
NoAiot specifically this, I have seen an 


analysis 
develope 


denicoti 


the marki 



|a product that one of our competitors 
fat was - - that involved the use of 


{sic) tobacco that was unsuccessful in 


.ace. And we did some studies on that to 


try to d|ytysyinine whether it would be successful when 
they launched it in the marketplace- And we concluded 
that it would not be successful, based on the response 

that we got back from smokers on the taste of the 

1 

product. 

Q. Do you know who prepared this document? 

A. No . 
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3 

4 



23 
2 4 


25 


Q . It says: ( 



Reading) 

The behavioral R&D 
group here at RJ 
Reynolds -- {this is on 
page 1} -- is primarily 

concerned with 
questions of why and 
how people smoke. 


Q . Noj 
the mark 
why and 



ba 


ga 




BY MR . B 
Q. An 
below: {( 




oes the research and development group 
roup interface to address those issues 
people smoke? 

MS. PARKER: Can you read that quest: 

(PREVIOUS QUESTION READ BACK) 

THE WITNESS: No, we don't. 

en it indicates on that page 1 down 
ding) 


There seems to be 
little disagreement 
that people start 
smoking for social and 
psychological reasons. 
The initial trial is an 
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an imp a ci 


based o 


exploratory one with a 
certain curiosity about 
the pleasant effects 
and, in many cases, an 
expression of 
conformity to behavior 
of others, such as peer 
groups. The concept of 
rebellion against 
authority figures may 
also play a part. 

Do you see that? 


A. , YekJ. £ do. 


IsAt your -- that basically peer pressure has 



people or teenagers starting to smoke? 

I think that's one of the major factors, 


ervation. And my understanding is that 


there ar^Tnuwber of studies that back that up; that 


if an a d o lie s cent 1 s peers smoke, it is highly 


predictive of that adolescent also experimenting and 
perhaps initiating smoking. 

Q. Do you believe that advertising can help create 

t 

this peer pressure? 

A. I don't believe so. 

Q. Do you think advertising can make smoking appear 
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to be glamorous? 

A. No. I don't believe that it's going to change 
perceptions of what smoking's all about. I don't 
think it's going to change perceptions. I think what 
people see in everyday life has a much greater effect 
on their perceptions. 

Q. Well, when they see movies and people smoking in 
movies, isn't that a depiction of everyday life? 


Ik most people view movies as fantasy; 


A. I 


that's why^-t-shey go to movies 


Q. We: 


iave you done any research -- 


is answer 



MS. PARKER: I'm sorry. Let him finish 


THE WITNESS: Well, I mean, I'm not an 


expert oft moj/ies, but you're asking for my opinion. 


BY MR. BUI 


lasn't RJR spent a lot of money getting 


cigarett#^ ;i: *fmbking placed in movies? 

A. my knowledge. 

Q. You've never seen that or heard about that? 

A. I have seen some documents in the course of 
litigation related to that. I have never had or 
participated in any effort throughout my career to 
place our cigarette brands in movies. 

Q. What about - - have you seen documents which 
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indicate that the efforts to abate — to put RJR's 
tobacco products on, you know, popular television 
shows ? 

A. I've seen some. Again, in the course of 
litigation, I've seen one document related to that. 
And, by the way, it was, you know, in the early ‘80s. 


Q. You realize -- are you a sports fan? 
A. I enjoy watching sports. 



Gifford? 


A. Ye 


Q. A 


younger 


recall the great football player Frank 





was a pretty famous athlete in his 


correct? 


| ItH6| my understanding. 


Q. Do; you recall that he was used to advertise 


smoking ^^romote smoking, you know, in 
advert is^maj^t s ? 


A. I 


t recall that, no. 


Q. Dorybu, recall other famous athletes being used 


to advertise smoking? 


MS. PARKER: Object to the form of the 

question. It’s not clear whether you're asking about 
Reynolds or other companies . 

BY MR. BUNCH: 

0. Go ahead. You can answer. 
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A. Well, first of all, I don't — I know that 
certain celebrities, including sports celebrities, 
were used by the tobacco companies to advertise their 
particular brand of cigarettes. Back in the '40s and 
maybe the '50s — I don’t really remember -- I've seen 
old ads that use sports celebrities. 

To my knowledge - - and I guess it was 
sometime in the '60s when the industry adopted a code 
that -- pfel Sile the industry agreed that that would not 
be done.r^^d to my knowledge it hasn't since that 
time, si^^^that code was adopted. Certainly it 
hasn't time that I've worked for the company. 

iWe have ^^Ts^ciously steered away from using any 
ce* 


itmt° advertise our products. 


Cf. Doryof recall who some of the sport celebrities 
were that s Wie.r e used back in the '40s and '50s? 

a - i,ve oniy eeen ads here and there ' 
I don 1 t ^M^nber . 

Q. Mo 1 ^^ stars or famous people in the television 
world wer^eSlso used back in the '40s and '50s to 
promote smoking, correct? 

A. Again, you keep saying to promote smoking. It 
was to promote a certain brand of cigarettes. My 
understanding is, is that celebrities were used to 
hock all kinds of products, cigarettes included. And 
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it was a common practice back then. 

Q. Now, does RJR buy advertising space in 
newspapers to run ads? 

A. From time to time we do. 

Q. And isn't it a fact that you buy the spaces in 
newspapers where you perceive young readers will be 


reading? 


que s tio 



MS. PARKER: Do you understand the 


THE WITNESS: I don't know what you mean 


by "yourii 


iaders . " 


BY MR . 


Q. T e;e rfa gers. 


Q. Yo|Tprj| never seen - - have you ever seen any 
articles ^documents which indicate -- well, let me 


ask t h -i Y ou understand that papers sometimes have 


comic se 


A. SufeT 


Q. And are you aware that sometimes RJR runs 
advertisements close to those comic sections? 

A. Not since I've been with this company. 

Q. What about the sports sectio.n? 

A. What about it? 


0- Does RJR buy ads in the sports sections? 


RUSSELL COURT REPORTING, INC. 


(336) 961-6057 


(9 

© 

09 





Page 81 












4/12/99 DAVID IAUCO 


CONFIDENTIAL 


Vo 1 . 


Page 82 


Q. I apologize. Then let me just -- that was a bad 


question 


Magazines, unlike newspapers, can set 


around, say, a beauty shop or a barber shop for a week 
or two, three weeks, or maybe even a month or more, 
right ? 

A. Or the home, yes. 


Q. Right. 



typical; 


They're not thrown out daily, like 
iwspapers are, correct? 


A. Thai's correct. 


Q. Ai 


Ikewise you realize, do you not, that 


magazinefpSll not only be read by people subscribed 


to py^em iaa their home, but if, say, a lady goes to a 
beauty siTofj^and while she's having her hair done or 
nails do ^^ r whatever, it's not unlikely that she 
will loo k .....a t the magazine while sitting in the beauty 


shop, co\ 
A. Thi 



n happen, yes. That's called pass-along 


readership. 


Q. And, likewise, when people -- ladies, typically, 
who do most of the shopping -- but ladies and men who 
stand in a long grocery line at a checkout counter 
sometimes will pick up a magazine on the magazine rack 
and browse through and look at the advertisements and 
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other things in the magazines, even if they don't 
purchase the magazine, correct? 

A- I've seen that, correct. Yes. 

Q. And, in fact, as a marketer you know that occurs 
not only from your personal life, but just from your 
professional life too, correct? 

A . Yes. 

Q. And what -- other than magazines and newspapers, 
I take iy|gP^hat RJR advertises on billboards? 

A. Wf"^a|e , yes. 

Q. Ari£ i^ien did you do that? 

A. ET|isIi^ince I've been with this company. I don't 
know started the practice, but a long time. 

ma ar years . 

[ 

An^n?T|at ' s the audience for billboards? 

A. it’jIgB#. very general audience. 

Q. An ^d co mpare advertising through billboards as 
with magk'SS^fes and newspapers, for instance. 

MS. PARKER: In what respect? I object 

to the form of the question. 

MR. BUNCH: Well, he says a general 

audience. 

BY MR. BUNCH: 

Q. I'm just saying, how is -- what's the purpose 
of billboard advertising? 


U 
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A. It's inexpensive. On a cost per thousand, 
reached, it is the most efficient medium that we have 
had at our disposal. So it's an efficient reach 
against a general audience. And it can be localized, 
it can be used geographically, whereas many magazines 
can't. They are national in scope. 

Q. So, basically, if I'm saying localized, 
something may play in the coal fields of Kentucky or 
West Vi^^| a differently than would play in Los 

the billboard, say, in the coal fields 
ferent than in Beverly Hills, correct? 

I I don't think there probably is outdoor 

i 

If in the coal fields or in Beverly Hills, 
But, yes, you can look at it that 
Itf“mo^e typically is used in order to market on 
market basis geographically. 

For example, if you have a test market, 
you don' nt to spend money on national media if 



you ' re ei 




ed in a test market in only one market 


So you would select media that would only fall into 
that market, in order for you to have a valid test. 

And that would mean that you'd have at your disposal 
newspapers for that market as well as outdoor 
advertising that you could select just for that 
market. That's what I mean by it being available on a 
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K. 


2 3 
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localized basis. It is a local media. 

On the other hand, it is -- you asked me 
to compare and contrast -- it is limited in terms of 
the message delivery. Billboards because they are a 
quick read, they don't allow the same kind of depth of 
communication as a magazine would where the reader is 
spending more time with a magazine and is able to read 
more of the ad, read more copy. 

Q. Wo^fei't you agree there's another big 
charactepr^ptlic between billboards and magazines, that 
is, a pe rjs ojai to get the magazine has to pick up the 
magazinef®Pltt a billboard, it's kind of hard for 
^sonpycuie ^^rive down the highway to really miss the 
ad ,P§Stilethey want to make a conscious avoidance 
just to look: away from the billboard? 

A. Bi lljs^ ards are more intrusive, that is true, if 
they're well . 

Q. If ^H^'re done well. 

And, second, even though they may not be 
able to give out as much detail, they can present a 
theme that kind of has, like, a subliminal message, 
>ractically, if you go by on a continual basis, 
correct ? 

MS. PARKER: Object to the form of the 

question. 
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THE WITNESS: No. I don't believe ij 


2 subliminal messages. 


3 BY MR. BUNCH: 


Q. Well, let’s forget that. That's, maybe, a bad 


5 part. 


But my point is, even though there may 


not be as much information that can be given on a 
billboard as compared to an advertising advertisement. 



you can yggff^at a general theme over and over, can you 


not, t] 


A. I 


well as 



a billboard? 

d agree that billboards offer frequency as 
h; frequent communication of the message 


in that ^^ icular market where there is good 
co^^age|| It differs market by market in terms of the 


availabili ty of the outdoor. And that is a functi 
more of 1 oj&sa 1 ordinances and the strength of the 


outdoor 


it has t 



any that has coverage in that market than 
with our ability to get that message 


across i^^^e market. 

If the billboards are there and they 
cover the market well, then outdoor advertising 
provides good reach and can provide good frequency as 
well . 

Q. Any other good attributes about billboards or is 

that the two main points? 
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A- Two main points? 

Q. Was being frequency and outreach. 

A. No. No. And cost. 

Q. And cost. Three points. 

Now let me ask you this: In the '50s 

and the '40s and up into the '60s -- 

A. I'm sorry. Also the ability of being a local 
medium is important in the use of outdoor advertising. 
Q. that? 

A. wJ^^Tljust from what I told you, it allows you 


to 


Q. Pi 



nt m? 


A. RigHt' And allows you to spend your money where 


yop^ant^ko spend it geographically, whereas magazines 


typically dq not allow that 


Q. Now f Jwith regard to television in the '40s 


and 1 5 0 sl^jwben television started really, kind of. 


booming 


into the '60s, RJR advertised on 


televisi p^^ did they not? 

A. Certainly in the '50s and '60s we did. I don't 
know about the '40s. 

Q. And then at some point in time in the '60s, 

j 

\ 

there became, basically, a ban on television 
advert!sing? 

A. It happened in the '70s, actually. 
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7 

8J 


12 


23 

24 

25 


0 . 1 70s? 

A. In the early '70s. 

Q. So, basically, you would agree that a good 
percentage of the budget was spent in the '60s 
and '50s and in the early ’70s prior to the ban on 
television advertising, correct? 

A. That would be my guess. I've never seen the 
actual budgets for those years. 

Q. Aip|i^|iat was the benefit of television 
adverti|i^ compared to, say, magazines and 
newspape ^^ .nd billboards? How would you distinguish 
te 1 e vis jfiilP^ltdvert i sing? 

A. I ^^only speculate, since I had no experience 
wolfing ^^th television in the cigarette industry. 

But television allowed broad-based -- it's a 


broad-basj 


intrusive medium. It allows sight, 


sound, a^6U«qjotion. It allows the ability to 
communic^^a message using sight, sound, and motion. 
So it's ^^er to communicate in television. It's 
easier to get one's attention and then to communicate 
a full message in television, than it would be in 
print, which is a passive media. You have to stop 

£ 

someone on the page. They can easily flip the page, 
whereas it's much more difficult -- of course, it’s 
easier now when you have -- 
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Q. The channel clickers? 

A. Yeah. You can zap the channels. But it's just 
more intrusive in that way. 

Q. And, basically, at that time, in the '50s 
and '60s, the beauty of it was that it could get 
advertising to people who didn't even own a television 
set themselves, because if they were at a friend's 
house, a neighbor's house, or if they were at a 
restaur hat had a television, it was basically, 

kind of, pervasive, was it not? 


Q. W 

with Marf 

$ | 

i 1 ' 



A • We'll I don't know about that 


I mean, it basically -- are you familiar 
McCloons book. Mediums of the Message? 
never read that book. 


q 7 Have you ever read reviews of the book? 

A. I d oYsak t recall. I'm not real familiar with the 
book, n o 

Q. BufSlilfisu are familiar with studies about how 
ef f ect iv^^levision can be in setting forth themes, 
are you hot? 

A. No, I'm not real familiar with it. I don't have 

much experience working with television, being in this 

i 

industry. So I don't have a whole lot more 
familiarity with television than I would say the 
average person would. 
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Q. Now, have you — has RJR kept the films of the 
old television advertisements? 

A. I don't know. 

Q. Did they create those or did they have special 
ad agencies create the advertisement? 

A. Ad agencies created the ads. 

Q. In the other more -- let me ask you about 
radio. Has RJR ever advertised on the radio? 

A. Y 



Q ■ 

A . 

1971 . 



id they 
during 


do that? 
the same 


time 


f rame , 


prior to 



s there any difference 

MS. PARKER: Object 

ertising? 

I mean, is there a d 


between 


to the f 


iff e rent 


radio and 


orm of the 


benefit or 


different characteristics of radio advertising, as 
compared to television advertising? 

A. Again, I'm not an expert on this, because I 
never worked with radio for cigarettes, so I can only 
speak generally about it. You, obviously, don't have 
sight to work with or motion. You have sound. And in 
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one respect it is intrusive like television is, like, 
for example, print is not. I really don't know from a 
cost standpoint how it stacks up. 

I view both radio and television as 
having the benefit of being able to provide massive 
communication quickly, versus print communication. 

Q. And they give people, kind of, jingles and stuff 
that they can really imagine, right - - remember? 


A. Pi 


|s that enables greater retention, 


of the message. 


Are there other avenues that RJR has used to 


advert i si 



jjWe've talked about newspapers, radios, 

Ind billboards, magazines. Are there other 
: RJR has used? 


” Yef^Direct marketing. 
Q. Ana does that work? 


into 


information directly to adult smokers. 


Q ■ An 


:n did that start? 


A. Sometime in the '80s. I don't recall when. 

Q. And, obviously, when you mailed it into the 
home, how do you get the people who are going to be 
the recipients; that is, do you get those off of 
people who buy your products or through research 
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There are a number of 


ways in which we 


have acquired names and addresses of adult smokers 
through participation in our promotional activities, 
through the smokers themselves requesting to be added 
to our mailing list, through third-party sources that 
send out screeners on a wide variety of -- for a wide 
variety of products, including cigarettes. And that 
information is then sold to us. Those are the main 


sources 


they pai 



.nformation for the database. 

ice -- and when things are mailed out, are 

its or are they letters? What's mailed 


ou t ? 


f orm . 


be either. It could be a pamphlet -- what 


yofrmfiighif^call a pamphlet or a brochure. It might 
involve ^M rsorializ « d letter. It could take any 


Q. Anbrcmce that written communication is mailed to 


the homef/TOR really does not control who reads it 


within t| 


some, correct? 


A. It’s personally addressed, and it only goes to 
adult smokers over the age of 21 that have requested 
^information from the company. 

Q. Do you put any -- does RJR put anything in these 
letters saying that this communication should be kept 
from teenagers? 
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a. We clearly indicate on its outside that it is a 
communication from a tobacco company, so -- and it 
never goes to a household unaddressed; in other words, 
it always goes to a specific individual who we know to 
be over the age of 21. And, you know, what that 
individual -- what that adult does at that point in 
terms of whether or not they might share it with 
someone (K^you know, we can't control that. 

MR. BUNCH: Move to strike the 
unrespoiM®^ answer. 

BY MR. 

0. -Ration i. -- and if a Just a siapl, 
qu^^io i|n that letter, do you ever state -- does 

lis communication should not be shown to 
any teenippg^s that are living -- or younger children 
that are^^thi s residence? 

A. I recall us ever stating that. 

Q. have any teenagers? Do you have 

c h i 1 d r e n fessKSsad 

A. Yes, I do. 

Q. Wouldn't you agree that curiosity is one of the 
ggreat attributes of young children? 

A. Curiosity about some things, yes. 

Q. And, in fact, that's one of the motives for 
people to start to smoke, is it not, is that it is the 
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1 

2 

3 

4 
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14 


23 

24 


curiosity about the experi 
A- I've never seen that 
prime reasons why people s 
starts to smoke - curiosit 
Q. Well, have you ever 
necessarily the prime reas 


A . 

I ■ 

Q. 

Hoi 

data 

| 

t ha 

who 

s mok 




w<ia^8if pr 



Does RJR try 

MS. PARKER: 
m not sure wh 
s . " 

THE WITNESS: 



BY MR. Bl 

Q. Well, let me go on 


indicate< 


With regard 
it at one time 


popular cigarette. It was 
not ? 

A. Yes, it was. 

Q. Can you state which 
leader? 


ence ? 

referenced as one of the 
tart to smoke -- anyone 
Y • 

seen it as a reason, not 
on ? 

Id have been, 
spend looking at research 
this. 

to get profiles of people 

Object to the form of the 
at you mean by the 

I'm not sure either. 

I'll get to that later, 
to Winston, you had 
that was a very, very 
a market leader, was it 

years Winston was a market 


25 


I believe it was from the mid '60s -- sometime 
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A . 
Q ■ 
A . 



in the mid '60s through the mid '70s; that's as tight 
as I can get it. 

Q. Do you know when Winston was first sold by RJR? 
Yes . 1954. 

Does RJR ever send out coupons to people? 

Yes. 

Q. And for how long a period of time has RJR sent 
out COU] 

A. Ai speaking send them directly to smokers? 

Q. Y< 

.again, it was when we started using direct 

i 

jfhich to my recollection was sometime in 
or early '80s. I'm not quite, sure when 
coupons -- sent them directly to smokers 
lime . 

$jw do those coupons work? 

A. Yo jlke them -- the smoker would take them to 
the stor^^d redeem them for cigarettes, for either a 
pack or Ipi^rt on . 

Q. Prior to 1980, did you use coupons; that is, if 
someone bought a carton of cigarettes, would sometimes 
fthere be coupons inside the carton? 

A. That isn't typically how coupons are used, but 
that could occur, yeah, I'm sure we've done that more 
than once. 
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l| Q- I guess my question is -- maybe it's a little 
2\ awkward . 

3] To your knowledge, when did RJR start 

4| using coupons? 

5tJ A. I have no idea. I'm sure it was before my time. 
Coupons have been in existence a long time. 

Typically, they are used to incent (sic) trial or 
purchasdKQf , our product. In our category, they are 
used typacally to try to get a competitive adult 
smoker smoker of a competitive brand to try one 

s. And, obviously, our competition does 

I 

|ng to our smokers. 

Sometimes they are used to incent (sic) 

|a particular brand; in other words, you 
incent (sic) a smoker of our brand to 
|use our brand, instead of taking advantage 
of a compet i|t ive offer. 

Q. Di &*gfs*sss well, did it have any other reasons of 
that in |^Hl|bld days -- for coupons? 

A. I don't know of any reasons. 

Q. Has RJR ever sent out, like, ashtrays -- I don't 
fknow what a good word for it would be. 

23 A. Premium items? 

24 Q. Yes. 

25| A. I don't know what you mean by "send out." We 
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14 


23 

24 

25 


have made premium items available that might be logo'd 
premiums; for example, it might include ashtrays, 
lighters. That can provide -- can be an incentive to 
purchase the cigarette brand again at retail -- could 
be included with a retail purchase. It could also be 
made available for proofs of purchase from one of our 
brands. We have done that in the past and we continue 
tO do t 

Q. Fqjc h^3w many years have you done that? 

jf | 

A. M}P§^Hflerstanding is this has been in this 
categorj^^ well as other categories for many, many 
years, back to the first part of the century. 

|2j Ar^^asically, some of the items are ashtrays, 
llpPieryou have any other? 

A. Appifr! 1 items. A lot of different 
adul t - orfPSn^ed items have been used over the years. 

Q. L e ,t ^ me! ask you this; Sporting events - - does 
RJR spon|g^^|sport ing events? 

A. Wei^^e been highly involved in motorsports 
events for about three decades now. 

Q. Motorsports, would that be the NASCAR series? 

\ A. NASCAR Winston Cup series, which is stock car 
racing; the NHRA drag racing series, Winston drag 
racing. We’ve been involved in motorcycle racing with 
Camel. Hydroplane racing, we’re no longer involved in 


RUSSELL COURT REPORTING, INC. (336) 961-6057 


http://legacy.library.ucdT.ed8,GLiM^r6ftp@0/|adfw.industrydocuments.ucsf.edu/docs/rshl0001 


52259 0097 







4/12/99 DAVID IAUCO - CONFIDENTIAL 


Vol . 1, Page 9 8 



that, but we have been m the past, in those types of 
motorsports. 

Q. Have you done any studies to determine how 
popular stock car racing is with teenagers? 

A. We haven't done any specific studies. 


One of our criteria for participating in 
any sporting event, any motorsports event, is that it 
be predominantly an activity that is engaged in by 


adults -r the enthusiasts are predominantly adults. 


And we f 


Jthat could be the case with Winston Cup or 


NASCAR ri 


It is decidedly an adult sporting 


event . 


im 't give you the exact figures on it. I'm 


it familiar with the statistics. But the 


jy of attendees and enthusiasts are adults. 


MR. BUNCH: Move to strike that as an 


unrespon|fv& answer. 


BY MR. BUNCH!: 


;han sporting events, what about 


backgammi 


mrnaments; have you ever sponsored those? 


A. Not that I'm aware of. 


Q. Other than in the sporting events of NASCAR 
racing, hydroplanes -- what's the other one you said? 


A. Motorcycle racing. 

Q. Motorcycle. Are there any other type of 
sporting activities that RJR has promoted? 
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A. We don't promote the 


We have 


2 sponsored -- we were, for a short period of time -- I 

3 think a short period were involved with Rodeo. We are 

4 no longer in that, haven't been for years. 

^ Q. When were you involved in rodeo? 

^ A. I think it was in the '70s sometime. 

^ Q. Does marketing do research to determine how you 
^ can marl^t cigarettes to make it look like cigarettes 
^ were -- fl^fe use of smoking cigarettes would enhance 


the smote 


is the rJ 



self-image? Or maybe a better question 
ionship of smoking and self-image. 


We, try to understand what kind of image smokers 




ing or want to project and make our brands 


aev mnt jas possible by associating with that 


image . | 

brands oa 


jther words, we have brands or there are 
ie market that are decidedly masculine 


\ brands, ImcP^they appeal to adult, male smokers who 
Sjj|| want to groiect a very masculine image. 

Q. Li ac^L.^ amel projects? 

A. Camel certainly over the years has been regarded 
%,,X » as a more masculine -- or a brand for men and, 
gf ytherefore, projects a more masculine image. Virginia 

23 Slims, obviously, projects a very feminine image. 

24 Q. What about Winston, or is that kind of middle of 

25 the road for men or women? 
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A. It is. It's really middle of the road. It's 
never been regarded and its smokers don't regard it as 
being for men or for women, although it’s got a slight 
skew. It's probably regarded a little bit more for 
men than women, but not decidedly so, not as much as 
for Camel. It's more of a communicating, kind of, 
down to earth personality for smokers, that male 
smokers h^espond to and find very relevant, this. 


quote, no 


adverti 


proj ect 


smmrs 



other b 




kind of attitude. That's what the 


|picks up on. 

J And what we're trying to do is to 
^ kind of attitude that we believe many 

And by doing that, we believe that they 
^ affinity towards the Winston brand versus 
4 available to them. 

^stance, your competitor, Marlboro, as it 


became more Jpopular with women, it lost its masculine 


__ 1 


you say that? 


[ever seen an indication its lost its 


masculine identity. It's seemed to retain that 
identity, despite half its smoker franchise being 
women. 

Q. Isn't there a great -- a lot of effort going 
into naming a cigarette, so you can project its image 
through a name? 
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A. A great deal of effort goes to naming a product, 
for a product, and cigarettes are no exception. 

Q. And, for instance, like in Marlboro, Philip 
Morris, it has kind of a rugged individual and a 
clean-air image, does it not? 

A. Certainly it has an image of, I think, rugged 
individualism coming from the campaign they have used 
for manny years - the Marlboro cowboy campaign. 

^ I don't know about the clean-air image. 
I've nev^^een that come up in any studies we have 
done. A||J||jj| don't think any of those stems from 
Marlborc^p^ think the name — I doubt there was a lot 
of gpug^^iven relative to the image, relative to 
tflrtiraHM I don’t think any of it had to do with 
the name^^ 

Q. Itfirs^ an English origin? 

A. Ye ^fcu^J But the name came over a decade before 
they cam-* ;U-p with that campaign. 

Q. Bu^TOhers, like Marlboro, are more focused in 
on the name like Kool is, trying to present the image 
that it’s not harsh, correct? 

A. I would agree with that. That was developed 
originally as a menthol brand, I think, back in 
the '30s. So Kool was an appropriate name for that 
brand connoting it's mentholation and the fact it gave 



Q - 

Itf 

fclVJ 

1 A • 

Ye | 


1 

. they 

cam! 

. 

1 



" Q • 

Bui 
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you more of a cool sensation when you smoked it. 

Q. Now, how did the Winston name originate? 

A. I think it had to do with Winston-Salem, the 
city that it emanated from. 

Q. As the headquarters of RJR? 

A. Correct. I don't think it had a whole lot more 
thought given to it. 

Q. So, basically, the name was given to it and then 
the marKjgptfifig took over? 

A . if bWll. eve so. 


Q • W1 


ibout Joe Camel, were you ever involved in 


that advertising campaign? 


A, , Yas.1 i was. 



A . N< 


Q . Ok 


was one 


A. W 




r ou one of the originators of that? 
was not. 

You would agree, would you not, that that 
:he more successful advertising campaigns? 

j. 

.ieve it was successful, yes. 


MS. PARKER: Would this be a convenient 


time to stop? 


(DISCUSSION HELD OFF THE RECORD) 

BY MR. BUNCH: 

Q. Have you seen surveys which -- let me strike 
that -- which break down the smoking habits of people 
and preferences of over 30 and below 30? 
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the que s tion ? 


MS. PARKER: Has he seen those, is that 


MR. BUNCH: Yes. 



THE WITNESS: In the course of my work 

as a marketer for this company, I have seen surveys 
that break down smokers by adult age group, 18 plus. 
In the course of preparation for litigation, I have 


seen ot 


than th 


BY MR . 


Q . L 


A . Y < 



information on documents that go younger 



4 or freshman high school? 


hand you -- this will be the last exhibit 
b® piS^e - - Exhibit 13. This is another 

memorand^Wy Mr. Teague. One of the notices in this 
deposit-- the first category of our notice was 
the RJR jrepjesentative most knowledgable about -- and 


deposit i] 


in cate* 


introduce 


number one it was Defendant's documents 

s 

is exhibits in the action brought against 


Defendant and other tobacco companies by the state of 


Minnesota. 


Are you going to be testifying about 


those exhibits or is somebody else going to be 
testifying about that? And I don't want to argue. I 
just want to know. 
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A. Well, I will be for the ones I'm familiar with. 
You know, documents can come from different areas and, 


you know, 


when you get into scientific 


documents, a lot of those I have no familiarity with. 
Certainly marketing documents I am prepared to testify 
about. 

Q. I take it that that is a document that would. 

This document — have you seen 
it -- says*** "Research Planning Memorandums." I take 


it that 


written,! 


qu«fs*qi oj 


does have research planning memorandums 



rec t 


MS. PARKER: Object to the form of the 



Q. WSW I mean in your history, do you see in your 


departm< 


memorandums 



ind other departments research planning 


MS. PARKER: Finalized or in draft 


form? 


is a draft. I object to the form of the 


question. 


BY MR. BUNCH: 


Q. Either or, whether draft or final? 

A. I don't know what's being referred to in terms 
of research. If this is R&D type research, if that's 
what it's referring to, I wouldn't typically see R&D 
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14 


23 

24 

25 



research planning memoranda. I have reporting to me 
the marketing research department, so if they were 
doing some kind of planning document, I suppose I 
would see that. 

0- Have you ever seen or heard smokers refer to 
presmokers or learning smokers and confirmed smokers? 
A. Never within the company. 

Q. OiK pag e 2 of this document, it says: (Reading) 

For the presmoker 
and learner, the 
physical effects of 
smoking are largely 
unknown, unneeded, or 
actually quite 
unpleasant or awkward. 

The expected or derived 
psychological effects 
are largely responsible 
for influencing the 
presmoker to try 
smoking and provide 
sufficient motivation 
during the learning 
period to keep the 
learner going, despite 
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the physical 
unpleasantness and 


awkwardness of the 


period. 

Do you see that? 

A. I see that. 

Q. Then the next paragraph says: (Reading! 


In contrast, once 







the learning period is 
over, the physical 


effects become of 


overriding importance 
and desirability to the 
confirmed smoker. And 
the psychological 
effects, except the 
tension-relieving 
effect, largely wane in 


importance or 


dis appear. 

Do you see that? 


Q. Have you seen any type of studies within RJR 
which indicate that over time different things become 
important to the smoker? 
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25 


A . 

No 

• 



Q • 

On 

page 4 

of this document at 

the top of the 

page 

and 

second 

sentence, it says -- 

which starts 

the 

end 

of the 

third line. It says: 

(Reading) 




Brands tailored 

for 


the beginning smoker 
should emphasize the 
desirable psychological 





effects of smoking, 
also suggesting the 
desirable physical 
effects to be expected 
later . 

Do you see that? 


A. Ye 
Q ■ An 
the "Phy 
(Reading 



I see it. Yes. 
wn at the bottom of the page, 

! 1 Effects, A. Nicotine Effects 1 ': 



Nicotine should be 
delivered at about 1.0 
to 1.3 mg per 
cigarette, the minimum 
for confirmed smokers. 
The rate of absorption 
of nicotine should be 
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kept low by holding pH 
down, probably below 
six. 

And my question is: Have you ever seen 

studies or analysis or reports within RJR which 
indicates that nicotine delivered by RJR who produce 
cigarettes is between the 1.0 and the 1.3 mg per 
cigaret tfs ^r§ te? 

A. Ccmld^you repeat that question. 

{PREVIOUS QUESTION READ BACK) 

^ The answer is no, but let me qualify 
that . seen reports of all our cigarette brands 

anat|niliiSiir tar and nicotine ratings are because, 
ofe. aeaatire have to report that on every single ad 
that we 1||PP| So I have seen lists of our cigarette 
brands alifL^sgeen the tar and nicotine ratings. And we 




have brands Ithat I'm aware of that have nicotine 


ratings | 
brands a| 


are in that range, but not all of our 
In fact, I would guess that most are 


outside of that range. 




Q • 

Higher or lower? 



1 ; 




wjm 

A . 

Lower. 


2 3 


Q. 

What's Camel's -- what the range 

of Camel 

24 


A . 

Which style? I mean we have -- 


25 


Q. 

What’s the most popular style of 

Camel? 
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A. Probably -- I don't know for sure, but probably 
Camel Lights, hard pack. And I think if I had to 
guess, it's either a .8 or .9 of nicotine, somewhere 
in that neighborhood. 

Q. What's the nicotine for Winston? 

MS. PARKER: Object to the form of the 

question. You need to specify what time period. 

BY MR. Bfo NjOHa : 

Q. Waal i-t, changed over time? 


A. 0h| 

products j 

s 

They couj 


timPT;niI 




brands hi 


l know, there are formulations in the 
occur over the course of time, yes. 

: all over. And if you go back far in 
te tends to track very closely with tar. 
ige tar and nicotine content of all of our 
:ome down precipitously over the years. 


I mean, it used to be the average tar 
and nicotinel for cigarettes was, you know, 30, 40 


milligraj 
nicotine! 


tar and two to three milligrams of 
cigarette back in, I guess, the '50s 


And today it's down in 

the -- you know, I don't know what the average is, but 
%'m going to guess it's somewhere in the 10 to 11 
milligrams of tar and, you know, one milligram of 
nicotine; somewhere in that neighborhood. 

Q. RJR has been able to control the nicotine level. 
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has it not? 


-que s t i on . 


MS. PARKER: Object to the form of the 


THE WITNESS: We have, over the years. 


constantly strived to bring tar and nicotine levels 
down, as the preferences of smokers -- to meet the 
preferences of smokers. 

1 MS . PARKER: Let's break for lunch now. 


We've b^en"«oing for two and a half hours without any 


break al 


more anc 



MR. BUNCH: Well, let me finish a few 

11 take a break. There's only four or 


fiff^morfl^estions. 


LertOplook at page 4 on the bottom: (Reading) 



Perhaps as in the 


case of the taste of 


water, there is no 
really good flavor, 
only degrees of bad 


f1avor 


I see that 


Have you ever heard that before? 


MR. BUNCH: Ms. Parker wants to take a 
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1 break, so ... 


MS. PARKER: All right. I want to state 



3 on the record we need to keep up with the time and the 

4 length of the deposition. And we started at 10:30 and 

5| are ending at 1 o'clock. And we're going to take a 45 

minute break for lunch. 

(LUNCH BREAK TAKEN FROM 12:59 P.M. TO 2:02 P.M.) 


BY MR . 



Q . S 2^3? t " 


Surgeon 
addict i - ' 






General 


correct 


the clai 


believe 


are aware, are you not, that the 1988 


ral's report states that nicotine is 


m aware of that. 


R for several years after that 
:r 198B - - that report by the Surgeon 

988 denied that nicotine's addictive. 


leve that our position has been that given 
[1 definition of addiction, we didn't 

i ^ . 

1 cigarettes fit it. Now, as it appears 


that addiction no longer has a definition, it's 
whatever someone wants to make of it. So it's a 
matter of definition. 


23 MS. PARKER: Let me interrupt. I just 

24 want to make sure that the court reporter noted for 

25 the record what time we started back after lunch. 
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1, Page 


MR. BUNCH: It does it by computer. 

Move to strike unresponsive portion of 


3 ■ the answer. 


4 BY MR. BUNCH: 


f 5) Q. The point is, is that in 1 988 the Surgeon 

6 General stated that nicotine is addictive and RJR 


7 disputed that, did they not? 

^ A. M^^^erst anding is, is that in 1988, the 

IP I Surgeon j=6ef?^ral decided to change the definition of 


addict idnsf> that cigarettes could be included within 


111 some ne 


Q . Nc 



iinition. And, yes, we disputed it. 

r ou would agree, would you not that, that 


thfe,. advertiling done by RJR and the other tobacco 


I4j c? 


icreases the rate of smoking? 


A. Th^'NgileBtion was? 


Ydu“wi>uld agree, would you not, that advertising 


increasi 


ie rate of smokers? 


A. Nc 


would not 


MS. PARKER: I object to the form of the 


question. 


BY MR. BUNCH: 


Q. Why would you not agree that advertising 

23 increases the rate of smokers? 

24 A. Because I don’t believe that it does. 

25 Q. Then why -- if it’s not to increase the rate of 
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smokers, why would the company spend billions of 
dollars a year to advertise? 

A. When you say "the rate of smokers," I'm assuming 
you mean the incidence of smoking, first, just to 
clarify. And, secondly, we don't as an industry spend 
billions of dollars a year advertising; that is 
incorrect. 

Q. Wepd , .how much does the industry spend a year in 

advert i slmg? 

1 

MS. PARKER: It's been asked and 


answered 







MR. BUNCH: No, it hasn't. It has not. 

THE WITNESS: in the neighborhood of 

hundred million dollars a year, I think 
t rate for the past several years. 


fc ¥W° 

is the ci 

BY MR. B\ 

j 

Q. You've^stated what RJR has spent. I'm talking 
about the^LrySustry as a whole. 

A. I 1 king about the industry. I believe that 

last year our estimate was that the industry spent 
approximately 500 million dollars in advertising 
cross the entire industry -- media advertising. 

Q. Well, what about promotions? 

A. I don't have a figure for the entire industry. 
That information is available from FTC reports, and I 
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don't recall. Depends on what kind of promotion 
you're talking about. 

Q. Would it be in the hundreds o£ millions of 
dollars ? 

A. Yes. 

Q. What about lobbying? 

A. I don't know. 

Q . W<Su l d< that be in hundreds of millions also? 

A. Indoubt it, but -- I have no idea. I don't have 


anythine 


do with lobbying. 


Q. marketing -- do you have to run things 

through bft^teb rnevs? As part of your duties in the 


ma^tii^^oes the marketing people have to run 
AhA-oiiah legal counsel? 

A. wJtlpPt e n times do a check to make sure that our 
advertiour marketing activities fully comply 


adverti 


with all, the rules and regulations. 


Q • H 
harmful 



j/ou ever heard that documents that are 

] 

KJR are hidden or are given to lawyers to 


hide behind the attorney-client privilege? 

A. Absolutely not. 

Q. Have you ever heard that research is run through 
lawyers so that the research can be deemed covered by 
attorney-client privilege? 

A. I have heard that charge made, and I've never 
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25 


experienced it with this company. 

Q. Well, are you familiar that an ad hoc committee 
.was made up of attorneys to cover research? 

MS. PARKER; Object to the form of the 

que s tion. 

THE WITNESS: Well, the answer is no. : 

don't really know what you mean. But the answer is 
no. I ' n.f v e r heard anything like that. 

BY MR. JNQH: 

Q. show you Exhibit Number 31 and ask if 

this document before? 

it this morning for the first time. I 
id it . 

familiar, are you not, that you have 
irlier about William Esty Company doing 



is document's dated December, 1959? 


Q. And it looks like there in Table 1 on the second 
page, it says: "Incidence of cigarette smoking, 1959 

Iversus 1958," Do you see that? 

A. Yes . 

Q. And do you see they have high school students as 
groups on the left? 
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MS. PARKER: I object to that testimony 


on the record. 


MR. BUNCH: It's not testimony. It's 


just a fact. 


BY MR. BUNCH: 


Q. Do you see up at the right-hand side this is 
dated December 9th, 1959, Exhibit 32? 


A. Ye^s 



Q. And.. i-^$ says, "Youth Research Institute"? 


« nr. MSWWSWW 
7 \ V wHt y S KwWs 

Q. you look under Exhibit 31, which is 

laying of you, doesn't that first line 

Th^^^uth Research Institute Study"? 


Q. AncFCqoVn on page -- Exhibit 32, it 


says 


:ette Smoking Study Among High School 


and Coll&agLAtudents , " 


BY MR. B 



MS, PARKER: Are you just asking him -- 


Q. Is that what it says? 


A . Yes. 


Q. Now look on 32. Do you see where it says: 


(Reading) 


Preference-wise. 
Camel and Winston are 
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A. Ye?s . 


qu< 


ill on 



shown as holding their 
own shares 

substantially constant, 
while Salem increased 
its share, especially 
among high school 
students. 

Do you see that? 


Q. Fq^M|w many years did RJR have youth research 
perf orme 

MS. PARKER: Object to the form of the 


whet he r 



THE WITNESS: If you're asking me 

jot we research youth or for how many years 
we've rem^a^jched youth, to my knowledge, we've never 
r e s e a r c uth - I've never seen any indication of 

it in my^feye with RJR 
BY MR. b| 

Q. But you just contract it out and let other 
people do that, right? 

[ A. No. I don't know anything about this. I told 



23 

you 

I never saw the 

document. It goes 

back 

to 19 

24 

Q. 

I thought you 

said 

earlier today 

that, 

in f 

25 

you 

have seen studies to 

the ages of 18 

? 
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l| A. Yes. And we have conducted research among 
21 18 -- smokers 18 years of age and older. 

3| Q. And how long have you conducted research for 18 
41 and older? 

A. As long as I have been with the company. 

Q. And that was, like, 1975? 

A. 1975 and longer, I would -- 1 believe. 

Q. Okl&y^. Do you know for what period of time RJR 

used WilKam Esty Company? 


A . 

No 

Q ■ 

Is 

A . 

I 




2 3 

24 

25 


liam Esty Company still in existence? 

^eve in some form it is. It's merged with 
n c i e s . 

|ght. Does RJR still do business with the 
William Esty has merged with? 


Wh |s it merged with? 

I be.l-i eve it's Campbell Mathene. 

ArH^ey located in New York? 

I believe so. 

Let me hand you Exhibit 18. Do you know a 
Dr. Murray Senkus, S-e-n-k-u-s? 

A. I recall seeing the name. 

Q. What about -- do you remember an A.H. Laurene, 
L-a-u-r-e-n-e? 
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25 


A. Same thing. I remember seeing the name. 

Q. And look at the top of this. It says: "Re: 

■Possible IBT Projects." What's IBT? 

A . No idea. 

Q. And then it says on the first line: (Reading) 

As a result of 
discussions with 
Dr. Teague and with 





section heads, the 
following are suggested 
as possible IBT -- 

Now, does that jog any recollection that 
as a Ph.D.? 

t understand your question. 

earlier when I asked you about Mr. Teague, 
ave any understanding, as to my 
, if my recollections is correct, about 
gue's educational background was. And I'm 
asking y^otf^ow, since you see that he's referred to as 
a doctor, does that help jog your recollection on your 
part 7 



A. No. I still don't know what his educational 
background is. I didn't know him. The only thing 
that I know of him, I stated earlier, is I thought he 
was in administration with research and development 
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yH 
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23 

24 
2 5 


department. 

Q. And it looks down at some possible topics. Look 
at Number 4: "Habituating level of nicotine (How low 
can we go?)." 

MS. PARKER: Is there a question? 

BY MR. BUNCH: 

Q. Have you ever seen such research? 

A . No. . 



|ou ever 


] 

Ha M^ 

gfou ever 



N c|“ 

saw it 


ou ever heard about this document before? 


t ime . 


Th|^ Number 2, it says: "Absorption of nicotine 


in mouth; ver sus lungs." Do you see that? And then in 

I 

I 

parens b 1 oS& d levels, urine levels. 

A . I that . 

Q. Hafe^ou ever seen research or heard about 
researchl^^ng conducted on that issue? 


A. 

No . 

Q. 

What 


Q. What about Number 3: (Reading) 

Difference in 
nicotine impact from 
free nicotine and bound 
nicotine; effect of pH 
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of smoke. 

Have you ever heard research on that? 

A. I know that the issue of pH was looked into. I 

don't know of any specific research that was done. As 
I mentioned earlier, it was a theory and at some point 
the theory was disproved. 



MR. BUNCH: Move to strike the 
portion of the answer. 

hand you what's been marked as 
Do you know an E.J. Fackelman? 

o's Mr. Fackelman? 


Hel 


to be the head of our marketing research 



A. He's l|eft the company. I believe he retired. 


$hat his status was when he left. 


don 1 t 

Q . Do! 


^ know when he left? 

A. About three years ago. 

Q. Does he still live in Winston-Salem? 

A. That, I don't know. 

Q. Did you report to him? 

A. NO. 

Q. Down there it says this was CC'd to Mr. L.W. 
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Hall, Jr. 

A. Correct. 

Q. Do you know Mr. Hall? 

A . Yes. 

Q. Who Is Mr. Hall? 

A. He was head of marketing research as well. In 
fact, during this period of time, I believe he was 
head of ;eting research. Mr. Fackelman was a 




manager reported to him. 

Q, ArpPii^l at the top, it says, J.E. Moore. Do you 
Moore is? 


Mr. Moore ? 

another research manager in the marketing 
a. I believe he was responsible for 


Q. Fo ^ sting what? 

A. . Industry volume. 

Q. Anlrtp|w did he do that? 

A. Well, you'd have to ask him. He uses pretty 
sophisticated quantitative methods to, you know, 
forecast. 

Q. Forecast what? The volume of cigarettes that 
would be smoked or purchased? 

A. Purchased, using past trends, changes in 
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pricing. There are a number of techniques that he 
uses; models that he develops that are all 
.quantitatively based, that are used to be able to 
forecast trends. 

Q. Kind of like a statistician? 


A. Yes. Very much so. 

Q. So he uses regression analysis? 


A . I '■ 


ire he does. 


Q. Wh ! at 4 bout E.N. Mons -- it's 


M - o - n - s -I 




s-h-a-n? 


t's actually Monahan. 


It's M-o-n-a-h-a-n? 


know Mr. Monahan? 


Miss. 


Yes. lAl 1 three of those individuals were in the 


marke t in|j 
Q. 1st 


Isearch department. 

I Moore still with the company? 


A. Yes. 


Q. What's his position now? 


A. He is in our strategic business analysis area. 
He is a director. I can't recall his specific title, 
but he is still responsible for -- well, he's 
responsible for all the modeling that we do, both 
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predictive modeling -- well, most of it is predictive 
modeling, particularly pertaining to pricing in the 
industry, c ompe titive pricing, different price 
strategies that we might employee and so on. 

Q. And what about Ms. Monahan? What does she do 


with the company? 

A. She is retired. 


Q . Do« 


«he live in Winston-Salem? 


A. I don't know. 


Q. Wh 


A . J . 




| the first person up there? 

Lemma. Jim Gemma. He was also in the 


marketinfegrisearch area. As I recall, he was - 


we 11 



our prod 


promotio 



is responsibilities over the years. I 
one time he was responsible for all of 
;esting, evaluation with consumers, 
sting, that kind of thing. 


Q. Who isi Marty -- Marty Orlowsky; 0 - r-1-o-w-s-k-y 


A . He! 


to be the head of our marketing 


departme^W 

Q. This article -- this memo, Mr. Fackelman says 
that: "I found three sources that speak to this 

issue." And that is basically the issue of success 
rates of quitting -- of people who start smoking and 
end up quitting. And he says: While there 
are -- while the -- something. This is in the last 
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paragraph. While they are vague in the articles - 
A . Sources . 

Q . (Reading) 

... sources are 




vague in the articles, 
it seems that there 1 s 
agreement that roughly 
80 percent of quitters 
start smoking again 
within one year. 

Do you agree with that figure? 
agree or disagree with it. I don't 



with how 


A. On 



ave you ever seen any articles that deal 
people start to smoke after they quit? 
vernment sources. And I suspect that 


Mr. Fackelmali is -- his sources were government 


sources. 


Q. Wh 



vernment sources are you referring to. 


sir? 


A. They're published government studies on 
Quitting, surgeon general reports. It's included in 
surgeon general reports; information about quitting 
and smoking initiation of those kinds of things. I 
don’t know specifically the government sponsored 
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studies. 

Q. Did you know a Gerald Long? 

A. Yes. 

Q. And what's Mr. -- what was Mr. Long's position 
at the company, at RJR? 

A. At one time he was head of marketing and then 
became president of the company. 

Q. I still associated with the company? 


Iretired? 


| hand you Exhibit Number 20. Have you 
lis document before? 


have. In the course of 


1 i t iga t preparation for litigation. 





Rogers as 


know for how many years RJR has used 
>wan, Inc.? 


Q. Dor 


know if they still use them or not? 


Yeah. I believe we use Rogers and Cowan to 


support our Right Decisions, Right Now youth 
^nonsmoking initiative. 

Q. And do you know for how long you had a 
relationship with Rogers and Cowan? 


A. I don 1 t know 
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Q. Now, you didn't have any youth nonsmoking 
initiative back in 1940 or ' 50 , did you? 

A. Not that I know of. 

Q. And 1940 and '50, you didn't have any warnings 
as to people that smoking cigarettes may be injurious 
to their health, did you? 

A, Not that I know of. 

Q. Aifd^ vj pu didn't have any warnings in 194 0 or '50 
that smO^iiuj may be addictive, did you? 

A. I MU! t believe so. 

Q. you look at this Exhibit 20, it says in 

the thixpp^lragraph: (Reading) 


Our primary 

objective for the year 


will remain the same: 


To have smoking 
featured in a prominent 
way, especially when it 
is tied favorably with 


celebrities. 


Do you see that? 


Q. How many years has that been one of the 
strategies of RJR, to have their products tied 
favorably with celebrities? 
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1 | MS. PARKER: Object to the form of the 

2! question. 

3[ THE WITNESS; I never knew that it was 

4| ever a strategy. And this surprises me to read this. 

MR- BUNCH: Move to strike the 
unresponsive answer. 

BY MR. BUNCH: 

Q. Legume ask you this: You've seen this document 

in other^^igation, have you not? 


never seen a document from RJR 
repudiat this document, have you? 

MS. PARKER: Object to the form of the 



2 3 
24 
2 5 


THE WITNESS: No, I haven’t. 


goe| down -- would you go down the page, it 
rie/ly, these activities include," and then 
ading) 

Placing products in 
important pictures and 
television programs 
with popular stars. We 
have contacted 
' literally hundreds of 
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Martin; Blowout, with 
John Travolta; Rich and 
Famous, with Candice 
Bergen and Jacqueline 


Bisset 


Those are fairly popular actors and 


actresses, correct? 


Th^y a,re today. 


Q. An W they were fairly popular back in the '80s, 


were the 


A. Sei 




Pi of them were, I believe. 

|Lke, when you go down to the next page, i 
gjthat : (Reading) 

| ... writing and 

if placing favorable 

^ stories about 

celebrities smoking, 

| such as a recent spot 

^ we arranged on Good 

Morning America about 
Paul Newman practicing 
lighting two cigarettes 
for a remake of Now 
Voyager. 

You would agree, would you not, that in 
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rly ‘80s, Paul Newman was a very popular actor? 
Yes . 

Then next, it says: (Reading) 

Arranging for 




photographed with the 
products, such as a GQ 
layout we did with 
Billy Dee Williams 


which included 


photographs of him 
smoking. This area 
also includes our work 


with fashion 


photographers in 




New York and Los 


Angeles to have stars 
and models pose with 
cigarettes as well as 


our efforts in the area 


of getting photographs 


of celebrities while 


they are smoking, 
parens (as with the 
photograph of Jack Ford 
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i 


•2 


3 

4 



23 

24 

25 


A . 
Q. 





Pack of 
And then 



with a party (sic) of 
Winstons at an 
exclusive Hollywood 
party) . 

Do you see that? 

Winstons, yes. 
the next paragraph says: 

Encouraging smoking 
on television is 
another area. And our 
work in this area 



ranges from our 
personal contacts with 
celebrities, 
encouraging them to 
smoke on the air to 
supplying the green 
rooms of the major 
television talk shows, 
parens (The Tonight 
Show, John Davidson, 
Merv Griffin, Mike 
Douglas, Hour Magazine, 
et cetera) with 
quantities of the 


(Reading) 
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A. Ye 

Q. An 







A . 

Ye P 

Q. 

Yol 

this 

t ime 


In this vein, we 
believe there are 
existing RJR 
promotional events, 
perhaps the Winston 
racing program, More's 
Ebony Fashion Fair in 
s which our services can 

be helpful . 

\ 

I Do you see that? 

j 

! 

1 

|en do you see down at the bottom 
({Reading) 

| We brought RJR into 

1 the annual Lucille Ball 

| Backgammon Tournament 

i t his year. 


Q. YotFWtmld agree, would you not, that back in 
this time period, Lucille Ball was a very popular 
actress? 

A. I would guess so. 

Q. On the next page over, the next to the last 

paragraph says: (Reading) 

During the last 
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really consider that advertising, do they, the 
viewers? They view that as just the actors doing or 
the celebrities doing whatever they normally do, 


correct ? 


quest ion. 


MS. PARKER: Object to the form of the 


THE WITNESS: I don't consider it 


advert isn 


I don't think they would. 


BY MR. 


these pe 
televisi 


what res 


have bee 


sically, RJR paid good money to have 






i smoke on television and be placed on 

1 

|id they not? 

1 know. I don't know if this -- any of 
|true or any of it happened. I don't know 
I Mr. Long may have had to it. He may 
galled by this. I have no idea. Not once 


in my earnerjwas this kind of activity discussed as 


market in: 


jivity. It wasn't discussed. It was a 


total sur^He to me to learn of this. 

MR. BUNCH: Move to strike the 

unresponsive answer. 

Y MR. BUNCH: 

Q. Let me ask you this: After you first saw this 
memorandum, did you ever look in RJR 1 s documents to 
see if Mr. Long ever made a response to this memo? 
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quest ion. 


BY MR. BUNCH: 


MS. PARKER: Object to the form of the 


THE WITNESS: No. 


Q. And, likewise, on the back page, it 
says: "Increase our annual fee to 150,000." Did you 

ever determine if that fee was increased to 150,000? 


A . No ! 



Q. Now- rethink I finally got a document that you 


won't haft^liiy difficulty identifying the recipient. 
I'll han^feu Exhibit 21. I would assume that is you 


sir? 




ssass: Th j 


correct? 


A. Ye 


Q ■ An 


R.T. Cau 


A. Ca 


Is nineteen -- this is a 1986 document. 




is document was written to you by 



Q. And who was he? 

A. He was the brand manager of Camel. 

Q. And what was your position at the time? 

A, I believe I was a marketing director of several 
brands, including Camel. 

Q. And he indicates that the target audience would 
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1 

2 

3 

4 

sJ 


£ 

1 0 


14 


23 

24 
2 5 


Q. 




be 18 to 24-year-old, male smokers? 

A. Correct, 

And then it says: (Reading) 

This recommendation 
is based on 
consideration of the 
marketplace dynamics, 
which are perpetuating 
Marlboro’s growth, 
parens (i.e., brand 
loyalty and peer 
influence) {period -- I 
mean} parens. 

Do you see that? 


^ember earlier today before lunch when I 
asked yob s >put brand loyalty, isn’t it a fact that 
he’s st a tylrra; to you that basically people, once they 
choose abgi^are 11 e . if you can get them smoking yours, 
don’t usually change? 

A. He’s just suggested that brand loyalty is a 
|consideration in the marketplace. 

Q. And, in fact, isn’t it a fact that the studies 
have shown that very few people change? 

A. No. That’s not what the studies show. 
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l| Q. Has RJR done studies on brand loyalty? 

2| A. Yes, we have. 

3| Q. And who would be the most knowledgable person 

4| about that? 

Y° A. I don't know who the most knowledgable person 

would be. There are several of us that have -- are 
aware of the studies that have been done. 

Q . W s (Conducted the studies? 
t recal1 

jhey been done in-house or out house -- or, 

I 

i 

jutside firms? 

we always use outside firms to execute 
|g research, but they normally are designed 
|nd my recollection of the loyalty studies 
len done, they were designed inside the 
■4then executed outside, 
ttien it says: “Advertising Objective." 

is : (Reading) 

Overall, Camel 
advertising will be 
directed toward 
using peer 

2 3 [ acceptance/influence to 

241 prove the motivation 

2 5 [ for target smokers to 



RUSSELL COURT REPORTING, INC 


(336) 961-6057 


http://legacy.library.uc§T.e(ficitii(EKgbiKD:!{ai)0)ipBHA/.industrydocuments.ucsf.edu/docs/rshl0001 


52259 0140 













4/12/29 DAVID IAUCO 


CONFIDENTIAL 


Vol. 1, Page 141 


select Camel. 


Do you see that? 


A. Yes. 

Q. Now, with regard to peer pressure, am I correct 
in assuming that one of the ideas is, is that you 
don't even have to get your advertising to, say, 
Johnny Q. Or Sally S,, you know, particular 


i n d i v i d ija 


their 


influent 


brand , 


A . No 







about he 



If you can get it to their peers and 
start smoking your brand, they will be 


\y their peers and start smoking your 


hat 1 s not what he 1 s talking about here . 

about peer influence. And it's apples 
to peer pressure, which you mentioned 
're talking about -- what he's talking 
s developing a campaign that would show 


other IB ?, to ,J 2 4 year olds using the product, so that it 


would apj 


more relevant to that group. 


And the fact of the matter, during this 
point in time, the vast majority of 18 to 24, male 
smokers were smoking Marlboro. And what he’s talking 
about is the fact that as a smoker in that age group 
is, you know, experimenting with different brands, 
trying to determine which brand they're going to adopt 
as their brand of choice, the majority of their 
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friends are smoking Marlboro. And the idea here was 
to develop a campaign that would show other 18 to 
24-year-old males or people within that peer group 
using Camels, and that that might work. 

It was a faulty theory, and they never 
came up with a successful campaign. 

Q. Well, let me ask you this -- maybe I used the 
wrong weed inadvertently, and I apologize. But the 


concept fin: peer influence, basically, is that if you 
can -- k &j&cU o f like the domino effect, if you can get 
a toe ho ^^ji n a target audience, whoever that target 
audience- may be, and if there was other people in that 


t pig^ he smoking population who are influenced, 
as ffzhhl V you can get people to smoke who really 



haven ' t 


your advertising if other people have 


been inf^^^ced by the advertising, correct? 

A, ThlHnS^ion is, is that if your peers, the peopl< 


that youlhajuj around with, use the brand, use one 


brand, cj 


is are you will use that brand as well. 


For example, you know, you asked me 
about golfing. If you play golf, and when you go to 
the golf course, if you're part of a foursome and the 
three other guys that you go to the golf course are 
all playing with Ping clubs, chances are you're going 
to be interested, if you're not playing with Pings, to 
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switch over and to buy a set of Pings. 

The notion is the same here in terms 
of what Mr. Caufield is talking about, except 
it's -- what he's suggested is that maybe we ought to 
develop an advertising campaign that shows other peers 
in this age group, this target group, using Camel and 
that that can be effective at switching over smokers 
within t^hafefj group to Camel. As I said, you know, it 


wasn't -i 


instanci 



t work. 


So just to use your example, for 

Suzie or Sally has three girlfriends and 


they smopifP^that would basically influence Suzie or 
Sa ^Bl ~- ^3 ay, she's 18 - - to smoke too, would it not? 

i peer group pressure like that would. If 

your frilfiSs smoke, you're more liable to smoke 


your s e 1 f! 


Q . A 


brand A, 



^ Sally or Suzie's friends are smoking 
ijs a good chance that she will be 


influenc“Oo smoke brand A, correct? 

A. I would guess so. 

Q. And that's somewhat what your marketing is based 
on, is it not? 

A. No. 

Q. That it's basically to get people to be 
influenced by other people or at least taking 
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effectively communicate 
the strategies with 
motivational value that 
transcends demographics. 

Do you see that? 

I see that. 

Did^you all adopt such a campaign? 

No,didn't. 

And’yiyn it says: (Reading) 

Advertising will 
rely on clearly 
aspirational appeals, 
parens (the me I want 
to be versus the me I 
am) to provide the 
motivation for target 
smokers to select Camel. 

MS. PARKER: Is that a question? 


BUNCH: 

Has there any such advertising? 

No. 

And then down at the bottom of the page, 
(Reading) 

The advertising will 
convince smokers that 
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only the legendary 
Camel cigarette 


delive r s the 


full/authentic smoking 
satisfaction, which for 




over 70 years has made 
it the overwhelming 


choice of men 


Was there such a campaign? 


Q • Yc 


san, so this was just really -- there was 


no markei 


campaign that followed up on this, right? 




worked. 


Q. W 


A . Y e,s 



There was some attempts to develop a 
t all of them were lame. None of them 


this was before Joe Camel, right? 


Q • J< 


(mel wasn't lame, right? 


A. No^^oe Camel worked. 

Q. Now, on page 3, it says "Rationale." It says: 


(Reading) 


Reinforcement of 


masculinity is an 
important want among a 


large percentage of 
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males, and this is 


particularly true among 
less educated and 
younger adult males, 
parens (i.e.. Camel's 
prime prospect). 

Are there other cigarettes that R JR 


8;, manuf a c ture rs which are aimed at the less educated? 

MS. PARKER: I object to the form of 


that que 



THE WITNESS: Less educated than what? 


12 BY MR. B 


Q. Weonthat 1 s the word of the memo 


We! 


1 know it, but I don't know what he's 


talking pou]t . 


Q. Did 


A. I 



ask him? 


t recall. It was 14 years ago. 


Q . Nov 


says next, on page 4 -- 


t A. I' . He is -- he is not saying that's who 

we're targeting here. He's saying -- he's making a 
_ statement of fact that I don't know if it's true or 
not; that reinforcement of masculinity is an important 
23 want among males, particularly less educated and 
24 younger adult males. That's all he's doing there. 

25 MR. BUNCH: Move to strike the 


RUSSELL COURT REPORTING, INC. (336) 961-6057 


http://legacy.library.ucsf.ed i^tid/gbrOi^D^|s^w.industrydocuments. ucsf.edu/docs/rshl0001 


4/12/99 DAVID IAUCO 


CONFIDENTIAL 


Vol. 1, Page 148 


r 


1 

2 

3 

4 

5 


12 


23 

24 

25 


unresponsive statement. 

BY MR. BUNCH: 

Q. It says down on page 4: {Reading) 

Six. Next 
Steps/Timing. 

The agency has 
initiated preliminary 
idea generation at this 
point and will proceed 
immediately with full 
blown creative 
development upon 
approval of the 
strategic direction 
outlined in this memo. 

What agency is being referred to? 

I beMeve it was McCann Erickson at the time 






This wasra^eriod of time when we were searching for a 
new adve^^ing campaign for Camel. Mr. Caufield was 
unsuccessful in developing such a campaign. 

Ultimately, he left the brand and went elsewhere, 

Q. Went elsewhere within the company or outside the 
company? 

A. I think he got an opportunity to go off-shore 
with RJR Tobacco International. And he went with TI. 
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I th 

ink he 

went 

Q - 

Is he 

s t i 1 

A . 

That , 

I do 

Q • 

Well , 

look 

says 

(Reading 




Psychological 
Motivation. Aspiration 
to an image which will 
make target smokers 
cool/accepted by their 
peers . 

Do you see the use of target smokers? 

MS. PARKER: See the what? 


Q ■ PI 
A . I 




| "target smokers"? 

St with you on this page. Page 

4 

ion to be perceived as cool/a member of 

K if 


4, " Aspi^E'W'fe-'ion to be perceived as cool/a member c 

the in-glWlp"? 

° ' N °|2^ 

A. Where are we? 

Q. Psychological motivation. 

^ A. Oh, here. 

MS. PARKER: Is there a question 

pending? 

MR. BUNCH: Could you read it back. 
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please. 


(PREVIOUS QUESTION READ BACK} 

THE WITNESS: Yes, I do. 

BY MR. BUNCH: 

Q. On the last page it talks about focus groups 
Does RJR use focus groups? 

A. Yes, we do. 

Q. Hew long have you been using focus groups? 


Q. A 



:ohg as I've been with the company 


take it the company was using focus groups 


prior tonMt time? 


A . Cc 


have. I don't really know. 

I - 

lat's the purpose of using focus groups 


rj Fo|efi|s^groups are a form of research, qualitative 
researchist enables you to explore different 


concept s* 


campaign! 


|eas, advertising campaigns, promotional 
i ideas and just get immediate, firsthand 


| feedback^rrom a small group of adult smokers. They’re 


not defi &iit^ ve in terms of the results, but it can 
give you some ideas as to how people are reacting to 
your ideas as well as determine whether or not you're 

.getting the point across, whether there's 

1 

comprehension of whatever message you're communicating 
or attempting to communicate. 

Q. Have you participated in focus groups? 
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A . Yes . 

Q. How much does RJR budget for focus groups 
typically per year? 

A. We don't budget that way. 

Q. How do you budget? 

MS. PARKER: Object to the form of the 


question. 


total 

budget 



THE WITNESS: We 
ch budget by brand 
be broken down and 


will typically budget a 
And then that total 
a portion of it will be 












-y^r : y% 
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Quantitative studies are much 

more -- involve many more smokers, typically no fewer 
than a hundred and typically several hundred smokers. 
And there a questionnaire is used. It's conducted 
with professional questionnaires, research people who 
administer the study. The data comes back in, it's 
tabulated, and decisions are made off of quantitative 
research., whereas qualitative research is much more 

explorat^^ 

r" 

Q. Th^fqilalitative, are some of those taped video 


so other gXkgd P1 e can see them? 


A. UsHBy not. 

So Sy es though? 

I fi& aware that in the past there have been 


some, bu|^Jy||pically we do not videotape. 

Q . Wh ^t^ appens to those video -- are those 
videotapN™«j.aintained? 


A. Noess there's a reason to. If we have 
a -- if ^^ ve to maintain them because of our 
records retention policy, we will, of course. 

Q, What kind of records retention policy does RJR 
have ? 

A. Very well documented one. 

Q. How many years does it go back? 

A. As long as I can remember. I don't know 
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jr* 
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ll specifically. 

2| Q. So it doesn't discard documents? You mean, 

3| there's no time you discard documents over ten years 
4| old? 

A. Yes. There is some procedure that we abide by, 
if we have documents in our file. And if they have 
been reviewed and I guess photocopied or whatever that 
sometimes they can be -- I can't quote you chapter and 
verse, ^h'l^ever I have a question I call up our 
ask . 

ibout tape recorded? Are they tape 
me of these focus groups? 


imemos written from the focus groups? 

jjhave been reports made of focus groups in 

"ypically, we do not request a report. We 

\ 

professional moderators to conduct the 

And there's an additional charge for a 
jnd many years ago we decided that it wasn't 
worth the additional money to get a report, because 
the interested parties are normally there in a back 
^room observing. And the report adds nothing. 

23| Q. You mean, like a mirror? 

24 A. Yes. 

25 Q. Where they can't see -- the-focus group can't 
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see you, but you can see them? 

A. Correct. It's a one-way mirror. 

Q . what about the tabulations, the documentations 
for the questionnaires, are they maintained? 

A. This is in quantitative research? 

Q. Yes, in quantitative. 

A. I don't know what the policy is. It would fall 
under our records retention policy. And I don't know 
exactly long we hold on to all those tabs. Many 

of them in electronic form, I think. 


Q. Thjkjy£xt paragraph talks about a sociability 
campaigij^^jfhat was that? 

A. I t recall. It was just another advertising 

id$l$Pl C^ite of the -- I do recall that we had an issue 

# fmm j^gU 

with Carrie 1 .jit the time because our previous campaign, 
what we c A ed the Camel World Campaign, for many 
years d^P'i^'ted an alone adventure out in the jungle or 
the mourffitti wherever he was. And we began to 
experler^^ome perceptions that Camel was a brand for 
loners because of that campaign. And I think there 
was an attempt to show that individual with other 
people to try to break some of those perceptions. 

Q. Let me hand you what's been marked as 
Exhibit 22. Have you seen this document before? 

A. Saw it this morning for the first time. 
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m 7 


23 

24 

25 



Q. Do you know who wrote this document? 

A. No, I don't. It looks like it's somebody that 
the company asked to look at our business and provide 
some opinions as to what it all meant to them, based 
on my reading of it. 

Q. If you look at -- so you think this is maybe 
done from the. outside of the company? 

A. That's what it appeared to me. 

Q. La^^n page 3. In the middle of the page in 
that B spf%feTfon, it says: (Reading) 

Initially the 
Winston product was a 
duplicate of the 
Camel -- of the then 
Camel product but with 
a filter added. Over 
the years, steps have 
been taken through 
changes in the tobacco 
blend, the additives, 
and the filters to 
reduce the tar and 
nicotine content of 
Winstons and 
consequently change the 
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taste of Winstons. 

To the best of your knowledge, is that 


an accurate statement? 


A. I really would not know. 

Q, Well, let's go through it piece by piece. Was 
the Winston cigarette basically a Camel-type, type 
cigarette but with just a filter added? 


questioi 


This is - 


to - - h 


re f erri 




just to 


MS. PARKER: Object to the form of the 


THE WITNESS: I just really don't know, 

think he must have been referring 
she or whoever wrote this must have been 
the original Winston product back in 


what's being suggested here is that they 
|mel -- unfiltered Camel and put a filter 


on it 



n't think that was the case, but I don't 


know. L........... 


My understanding is, is Winston -- when 
Winston ^Pdeveloped, not only did it use the latest 


filtration technology, but it also used different leaf 
in order to provide the smoking qualities that it did. 

But I don't have -- you know, again, this was 1954, 
a long time ago. 

BY MR. BUNCH: 

Q. Then, basically -- what about the 
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l| statements — can the tobacco blend and the additives 

2| reduce the nicotine content of a cigarette? 

3| A. The tobacco blend -- it's my understanding the 
41 tobacco blend most certainly can. I don't know about 
5| additives. I'm not aware of any additives that can in 
any way effect the tar and nicotine. 

Q. On page 5 

A. I [m sorry. Certainly the filter can, and that’s 
ere , 

, if you drop to the third line, it says: 


The marketing group 
feels that the present 
Winston copy based on 
quote, how good it is, 
quote, is relatively 
ineffective and that a 
change is in order. 

Do you know when Winston had the 
advertising copy how good it is? 

A. No. But, you know, right in the first page this 
is referenced as 1973 -- April of 1973. So I would 

2 31 guess that that was the campaign at that time. I 
241 recall -- now, I joined the company in '75. And I 
2 5| recall we went through numerous Winston campaigns in 
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the ’70s searching for something that would — that 

would be as effective, frankly, as what the Winston 
Taste Good Campaign -- how that seemed to work using 
broadcast pre-'70s. 

Q. Are you familiar with the use of the word "lik 
in advertising? 

A. I'm sorry. Like? 


BY MR . 


Q . Li! 


Q. I 




MS. PARKER: What word? 


L-i-k-e . 


it know what you're familiar with. 

I 

f, have you read books dealing with 


adverb i sli lictiwhi ch discuss the use of the word "like" 


in Wve rlP|s ing slogans? 


question 


BY MR. B 




MS. PARKER: Object to the form of the 


THE WITNESS: No 


Q. I t ^ s. down at the bottom -- I mean, it goes 
further, it talks about: (Reading) 

The read-back of the 
theme from consumers 
can be revitalized to 
levels more like those 
which the theme -enjoyed 
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when it was first used 


on television and radio 


than it has now. 


What's the read-back of the theme? Do 
you see it, bottom of that first full paragraph? 

A. I think what this person is referring to -- this 
is a guess on my part -- is -- again, I don't know if 


this is,a he or a she. Let's say it was a he. His 


use of 


awarenei 


here, 
know, 1,1 



erm read-back means playback, top of mind 


I I think that's what's being referred to 
was huge top of mind awareness to, you 
Ion tastes good like a cigarette should." 



You know.^everybody heard it. It was very much top of 


And I think what's being suggested here 
o a test in market to see if similar 


can be attained with whatever the 


ub was, how good it was, I guess. 


is that 


awarene 


latest 



Q . I lay s down in the next paragraph: (Reading) 

I wonder whether 
comic strip-type copy 
might get a much higher 
readership among 
younger people than any 
other type of copy. 
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A. I don't know what he's referring to there. I 
don't know what's being referred to there. 

Q. Has RJR ever used comic strip-type copy in 
connection with promotion or marketing? 

A. I don't know what comic strip -- oh, I remember 


seeing 


and this is before my time -- seeing some 


old ads that used balloons -- do you know what I’m 
talking .about -- that you see where you got two people 


and the 1 


this b a 111' 


what he' 


s t r ip - t; 



saying something in print. And they use 
f technique (illustrating). Maybe that's 
Iferring to and referring to that as comic 
jopy, someone saying something. 

I MS. PARKER: Dave, the court reporter 


C aif®T® wr|P^e down your drawing . 


ad with 


j THE WITNESS: All right. It's a print 

►one in the ad a model in the ad saying 


somethin^r^and it's depicted in a balloon coming from 
their mott^'the words. And that may be what is being 
referred^^here . 

BY MR. BUNCH: 

Q. Next it says -- in B, it says: (Reading) 

The best use of 

i 

advertising media 
presents an interesting 
problem, especially in 
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view of the apparent 


need for reaching young 
people as effectively 


as Marlboro seems to be 


doing. Obviously 


maximum use should be 


made of magazines which 



are known to be read by 
younger people. 

However, these have 





limitations in 


circulation. The 


necessary reach can 
probably be had only 
through optimum methods 
of using newspapers and 


billboards. I would 


guess that young men 
give primary attention 
to sport pages and 
comic pages in the 
newspapers. I'm 
wondering whether a 


successful effort has 


been or could be made 
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to position newspaper 
ads in those sections, 
even though it might be 
necessary to pay a 
substantial premium. 

Do you see that? 

A. Yes, I see it. 

Q. Does RJR keep up with what type of people read 
certain i^fpes of magazines? 


e do . 


gjgll Q. I #%jjp, for instance, The New Yorker would have 
12 a differ^^^readership than, say, People Magazine, 



c o rx&c t ?<* 


Q. W 


ten year 


A. 0) 


|ect . 



Magazines has RJR advertised in in the last 
:o your knowledge? 

.very wide variety. All of them 


adult - oruSted. We have a code that we abide by that 


any mag; 


we advertise in will always have a 


readership that is primarily adult. And, in other 
words, we would never advertise in Seventeen Magazine 
or Boys Life or Sports Illustrated For Kids or 

23 magazines such as that. 

24 We advertise in lots of magazines: 

25 Time, Newsweek, People, Sports Illustrated. It goes 
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1 

2 

3 

4 

5 


on and on. I mean, there's tons of magazines. 

Q, Well, for instance, Time and Newsweek, aren't 
they usually put in high school and junior high school 
libraries? 

A. I don 1 t know. 



Q. What about People? Is People typically put 
in -- would you be surprised if you walked into a 
beauty shop and a People magazine was on the rack or 
.ng area? 

fu^dn't be surprised. People is a very 
.zine . 

ikewise, if you go by the news rack at the 
In j a grocery store, People is often on the 
is it not? 
jother magazines. 

‘take it you go to a barber shop 


23 

24 

25 


|take it you have seen Sports Illustrated 
laying around in a barber shop? 

A. Sure . 

. Q. And I take it that young people go in to have 
their hair cut, teenagers? 

A. I believe teenagers do get haircuts. 

Q. Have you ever seen a barber 'shop which has a 
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sign saying, do not react the magazines? 

A. No. I've never seen that. 

Q. Do you see where in the Item 4, it says: 


{Reading) 




I think it would be 
good insurance for 
Reynolds to spend at 


least ten million 


annually more on 


Winston than Marlboro 


is spending 


A. 1 PST** that, yes. 


Do | 



rR try to monitor and assess the amount of 


th|n§% i 4 ts competitors are spending on promotions 


and adve: 


A. Sui 


to track 



1 do you do that? 

-- there are different sources to be able 
'etitive spending. There are syndicated 


sources to get information like that. We can ask our 
agency who is responsible for media to also try to 
track competitors spending and report that to us, 
which we do. It's tougher in the promotional area, 
but we attempt to try to cost out what our competition 
is doing and track it. Every marketer does that. 
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Q. What's the — 

MR. BUNCH: Move to strike the 
unresponsive portion of that answer. 

BY MR. BUNCH: 

Q. What's the syndicated sources? You have 
referred to them, but you didn't identify them. Who 
are they? 

A. I don 1 t remember what all of them are. There's 
one call^raLNA, I think, that tracks media and reports 
media exolfnjditures across a wide variety of 


categorij 


There are some other sources, and none 


come to Srunq right now in terms of the names, but 


liable out there. 



Whiffle ,is LNA located? 


A. I 


dt know. 


Q. DoggPoq know what that's an acronym for? 

A. I l^as"\just trying to think of that. I don’t 

recall , 


Q. Anid»Jfclien Number 5, it says: (Reading) 

In connection with 
the use of newspaper 
advertising, I am 
wondering whether a 
review of the 
presentation techniques 


RUSSELL COURT REPORTING, INC. (336) 961-6057 


http //legacy, library, ucsf.edu/tid/gbr07 


.industrydocuments.ucsf.edu/docs/rshl0001 


52259 0165 









4/12/99 DAVID IAUCO 


CONFIDENTIAL 


Vo 1 . 1, Page 16 6 



and the positioning of 
the Lucy (sic) Strike 
newspaper -- Lucky 
Strike newspaper 
advertising in the 
early 1930s might be 
constructive. I would 
guess that this was 



BY MR . 


Q • 

of the 
early 
A. 



some of th 
successful 
adve r tisin 
for a ciga 
MS. PARKER: I 



MR. BUNCH: 

B |mcy 

Th e^^a estion I hav 
Li^Jfc^ Strike news 

'i! no idea . I 


No 

e is 
pape 

f ou 


that this consultant or whoe 
pointing to advertising that 
saying that we ought to take 


have 

worked 

pretty 

well or i 

good 

I don 

’t know 

what it 

Q . 

Well, 

do you 

sometimes 


e most 
newspaper 
g ever done 
rette brand, 
s that a question? 

What was the position 
r advertising in the 


nd thi 

s rather 

humorous 

ver it 

was in 

1973 is 


was run in the '30s and 
a look at that. It must 
t must have been pretty 
was . 

yourself look at the 
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ion techniques of other 


ising that's 


effective to emulate it or to get ideas from it? 

A. Sure, if it's contemporary. 

Q. And, likewise, do you try to look at the 
position of advertising to learn from the positioning? 

A. I don't know what you mean by "positioning." 
Positioning is a term of art in our business. 

Q. How is it used as a term of art? 


Wep^when you position a brand, what it means 


s 1 ofe is that 


Mre positioning in the minds of -- you're 


posi tion k^ in the minds of your target group, in this 
case, sm|ll@is -- adult smokers - - positioning the 
! b ra ^^' °* oes it fit in terms of their perceptual 

m^pjj2|[: t|jl^ category? How is it positioned relative to 
other br &j&jiys p How is it positioned relative to male, 
female, so on? That's the concept of 


f ema1e, 
position 


it stand 




What is its reason for being? What does 
That's the concept of positioning. 


I don't know whether this person is 
using that concept here, but that's the term of art 
that we use. And, yes, we do look at how various 
^brands are positioned in the marketplace, even those 
outside of the category, particularly when they've 
been successful, if they’re contemporary, to kind of 
understand where were they successful, why did theirs 
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1 work, can that same concept perhaps t>e used in our 


2 category. 


For example, you can look at beer brands 


4 and try to understand how each brand is positioning 

5 itself and say, is that something that can be used in 
1^1 our category? It's as simple as that. 

Q. Let me ask this -- 



A. Or as difficult as that for the non-marketer. 

Q . I|Pyou have two different ideas in the same 
media pleyb^itation, whether it be a television program 


or a nei 


|per or magazine, can one idea drown out the 


12 other oiF^one message' 


qui^io 



by "drew 


BY MR 



MS. PARKER: Object to the form of the 


THE WITNESS: I don't know what you mean 

t." I'm not sure I understand. 


2J Q. wtfTTT do you study advertising, since you're in 
marketii^ ^ 

A. Sure . 

Q. And I take it you sometimes probably even look 
at advertising outside of the tobacco district; for 

23 instance, you probably observe political advertising 

24 occasionally, do you not? 

25 A. I observe it. 
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Q. And, in fact, you have had — and you live, I 
take it -- for most of your adult life, you've lived 
in North Carolina, correct? 

A. Yes. 


Q. And hasn't North Carolina in the past several 
years been pretty famous nationwide for some of the 
intensity of a few of its political campaigns, 
regardless of which candidate you are for or 


against 


'.m not trying to develop into your 


pref erertc*sj - - but wouldn’t you agree that there's 


been sot 


iirly intense advertising in some of the 


politicaiSmpaigns in this state? 



cafflTOig 


commer c ifc 


^t study political campaigns. Political 
q not have to adhere to the same rules that 
sdvertising does in terms of being truthful 


and non- ^K pt i ve and, therefore, I think there’s not 


a whole 


quest i on! 




to be learned from a political campaign. 
MS. PARKER: Object to the form of the 


BY MR. BUNCH: 

Q. Well, you have lived in North Carolina, have you 
.not ? 

A. Yes, I have. 

Q. And you have observed as a person in this state 
some political campaigns, have you not? 


RUSSELL COURT REPORTING, INC. (336) 961-6057 


ht^//legacy.library.uc^f.ed9i(!lid'yfe^irBWp§0/p(Bllw.industrydocuments.ucsf.edu/docs/rshl0001 


S2259 016 




4/12/99 DAVID IAUCO 


CONFIDENTIAL 


Vol . 


Page 17 


A . Yes. 


Q. And haven't you seen that one message in a 
campaign can become so dominant through either 
repetition or placement that it basically negates or 
obscures the countervailing view of the other 
candidate? 

A. I think that it is possible in a political 
campaigit to outspend the competitor. 

Q. Ai^rTfor instance, in the -- and if 


one - - 


times ai 



In't you agree that if more money, say ten 
:h money is spent on point A that totally 


contradicts] point B, that point A would probably 
be^^ae redominant view in society? 



que stio 


that . 


BY MR. 


Q. D 



MS. PARKER: Object to the form of the 


THE WITNESS: No, I don't agree with 



believe that some -- do you think that a 


message can get lost if it is -- if a counter message 
is made with a concentrated campaign or effort? 

A. No, I don't believe it will be lost. 

Q. Well, do you think people will take it in with 
the same seriousness? If they get bombarded day after 
day with one point and they see occasionally a 
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contrary point, which point do you think is more 
likely to prevail? 

A. It depends on the content, 

Q. Isn't it a fact -- 

A. And the source. Excuse me. 

Q. Well, isn't it a fact that the tobacco industry 
spends hundreds of times much more money dealing with 
the pleasures of smoking than, say, the American Lung 
Associat^^or the American Heart Association spends 
on tell i jn cft he dangers of smoking? 

t know what - - how you accumulate the 
the effort from the entire public health 
But when you do and you accumulate it, I 
it in net will have a great deal more 




impact tsh xwthe amount of money we spend advertising. 
And ther ^^ a warning in every one of our ads. It's 
on everyHmre of our packs. And the fact of the matter 
is that IFvlfrybody is well aware of the health risks 
associat ^^ ith smoking. It's universally known. So 
to suggest somehow that our advertising spending 
somehow counteracts that public health message, I 
jthink, defies logic and the truth. 

MR. BUNCH: Move to strike the 

unresponsive answer. 

THE WITNESS: Can we take a short 
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break? I need to go to the rest room. 

(SHORT BREAK TAKEN FROM 3:14 P.M. TO 3:28 P.M.) 
BY MR. BUNCH: 

Q. Let me hand you what's been marked as 
Exhibit 23. And you have indicated that you knew 
Mr. Fackelman, right? 

A. Corre c t. 

Aryi do you know R.C. Nordine? 

•e&t . Yes. 
i?J Mr . Nordine? 

a manager in the market and research 

i 

departmentT 

you see where it says, "Younger Adult 
:ortunity Analysis"? 






here 

it 

says : 


(Re 

ading) 

Th 

e 

younge 

r 

smo 

ker 

analy 

si 

s rais 

ed 

se 

vera 1 

impor 

t a 

nt iss 

ue 

s a 

bout 

how t 

he 

cigar 

e t 

t e 


marke 

t 

works . 


In 

a 


very basic sense, it 
dramatizes the 
importance of repeat 
business as opposed to 
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l 

*3 

3 

4 



2 3 

24 

25 



switching. It is 
relatively easy for a 
brand to retain 
18-year-old smokers 
once it has attracted 
them. Conversely, it's 
very difficult to 
attract a smoker that 
has already been won 
over by a different 
brand. 

Do you see that? 

Mr. Nordine part of the marketing 


A 



part of marketing research. 


which I guess 


at this 


t in 


depar true! 

1 

Q • Ana 



yes . 
en it 


time was part of the marketing 

says, next paragraph: (Reading) 

I think it helps to 
paint a picture of a 
typical smoker over 
time. The smoker 
chooses a first brand 
at age 18 -- pefhaps it 
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12 



2 3 

24 

25 




A . 

Q. 


is a Marlboro or 

Newport. The brand 
meets the smoker's 
wants sufficiently and 
he becomes a loyal 
smoker of the brand. 

And then it says: (Reading) 

Since similar 
brands, parens (in the 
segment), parens, offer 
fairly similar 
benefits, he sees 
little reason to switch 
to them. In any case, 
he is used to his 
first brand and 
would -- {then I can't 
see there} -- as soon 
stay with it. 

Just as soon. 

"And would just as soon stay with it." 
Then it says: (Reading) 

Of course, there are 
other smokers who do 
switch between brands 



MAMMNUq, 
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12 


2 3 
24 
2 5 


in the same segment. 

However, most people 
prefer to be loyal. 

Have you ever discussed these younger 
adult smoker opportunity analyses with anyone? 

A. Yes. 

Q. And for how many years has RJR been doing 
younger.smoker opportunity analysis? 

(as at one point in time where Mr. Nordine 
subscribed to a theory that they supported 
ed that the greatest opportunity for the 
to focus on younger adult smokers and 
jfjE e c t switches within that group, and that 
>uld carry -- would carry on from there and 
jest way for us to build our business. 

MS. PARKER: Pardon me. I think you 

misspoke ^n you asked your question. You referred 
to it, rink, incorrectly. It's called the Younger 

Adult S Jr Opportunity Analysis. 

THE WITNESS: And that's what I was 

talking about, again, it was a theory that Mr. Nordine 
was a proponent of. 

BY MR. BUNCH: 

Q. How long did this theory prevail? 

A. It didn't prevail. It was simply, kind of -- it 
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fitted to his wants. 


The brand's benefit is 


essentially that he is 


used to it. At last. 


the smoker switches to 


a moderation brand. It 


is the first time he 


has switched. 


So doesn't Mr. Nordine recognize that 
even a smoker may switch at a certain point in 


t ime , i fj 


life situation changes? 


Surene recognizes that. This is consistent, 


how we market our products and what we try 


to Hdc| w igg^gu r marketing strategies. And that 
basicall|^^ two things: What we try to do is get 

smokers g^^ ompet i t i ve brands -- adult smokers of 
corape t i thCV^^br ands to switch to our brands, at the 
same tinfewq also try to maintain the loyalty of the 


smokers 


smokers 


^currently choose our brands. 


And all he's saying here in my read of 
it is that it would be wise for us to spend some of 
our resources to reinforce the loyalty of our current 
franchise, the smokers of our current -- the current 
smokers of our brands. 

Q. Well, isn't he also saying that if you can 
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capture the young smokers, you're going to have them 
for a good period of time until maybe their life 
situation changes, because once they choose you in 
that initial choice process, they're going to stay 
loyal? 

A. I think he's saying that. And that's, again, 
the -- he subscribed to that theory. He was also the 
author of a study that -- of the kind of loyalty 
studies |||fnat we were talking about earlier that 
demonstthat on average the majority of smokers 
make abc^^even switches during the course of their 
lives - -^^en brand switches. So he was well aware 
th at , wh: ^^^ .t is a loyal category, switches are made. 
An^yoi^now, he pointed to the kinds of times when 
smoker will switch, particularly during 
We've seen that before. 

MR. BUNCH: Move to strike that 

unrespor^^ answer. 

BY MR. EjUI 

Q. Let me ask you -- well, first of all, let me ask 
you this -- he says: (Reading) 

The brand that has 
strong appeal to 
first-time switchers to 
a segment enjoys the 


typicall| 
life c ha 
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strategic high ground 

in the same sense as a 


first choice brand does 


with 18-year-old 


smokers. 


So, basically -- and then he goes over 


on the next page and says: (Reading) 


If a first-switch 
smoker is attracted, 


the tendency to repeat 




buy turns this smoker 
into a valuable asset. 


smwer 11 




1 And then it says: "Attract a 

and I’m skipping -- (Reading) 
j Attract a smoker at 


the earliest 



opportunity and let 
brand loyalty turn that 


smoker into a valuable 


asset. 


Do you see that? 

A. Yes, I do. 

Q. And he wrote this while he was part of the 
marketing development department, right? 

A. Yes. Which is basically our marketing and 
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1 research department. That's what it was called back 


2 then. 


Now, has RJR done studies with regard to the 



4 label that's placed on cigarette packets to see if the 

T" X 

[5 Jplacement of that label impacts upon people's 
attention to it? 


A. I'm not sure I understand what you mean 


by "labelJ 



BY MR. BUNCH: 


Q. The 



MS. PARKER: Do you mean the warning? 


ing. 


A. The 


ting label? 


■ That -- has RJR done studies, human 
factors analysis, or whatever with regard to the 


ocation 


A. Not 



ength of that warning label? 

; I'm aware of. 

MS. PARKER: I object to all this 


ecause it's clearly preempted. Go ahead. 


BY MR. BUNCH: 

Q. Well, did RJR - - isn't it a fact that RJR did 


22 not want the government to ever put on the warning 

23 labels that nicotine's addictive? 


MS, PARKER: Same objection. You can go 


251 ahead 
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THE WITNESS: I really don't know. I 

know that we have objected. When you say never, I 
don't know. We've objected to that because we believe 
it's inaccurate for the reasons that I stated 
earlier. 

BY MR. BUNCH: 

Q. And isn't it a fact that RJR objected to any 
change in the format of the label -- warning label? 

MS. PARKER: Same objection. 


THE WITNESS: I don't know. 


BY MR . BJ 


Q • Arp 


should be -- and didn't RJR want the 


warning f 14 bd 1 on the same location on the 


pap^ge 




don’t k 


BY MR. B 


cigarette package? 

jj MS. PARKER: Same objection. 

& THE WITNESS: Same location as what? I 



Q. Th^^evious ; that is, don't change the location 
where the warning label is? 

A. I don't know. 

Q. Do you know Mr. Reisburg? 

A . No . 

Q. Do you know a Mr. Timco? 

A. No. 
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Kg'!* 

■ 


Q. I'm going to hand you Exhibit Number 27. Who at 
R JR is the liaison with the Tobacco institute? 

A. I don't know specifically. Again, the Tobacco 


Institute is no more. I mentioned 


my best 


recollection is, is that someone in our external 
relations department would be the -- would have been 
the liaison with the Tobacco Institute, but I don't 
know who. that specific person would be. 


Q . N< 


documents 


A , Juj 


his statement -- have you ever seen this 
lore? 

ihis morning is first time I ever saw it. 


Q. Itr^rerfs: "Claims that cigarettes contradict 

common . " That's been one of the themes of RJR, 


I ^wouldn't call it a theme. 


Q. It 'Jb een a position of RJR? 


A . Ye 


Yeah. We have -- we’ve felt that way for 


some timl^^ver since the Surgeon General came out 
with tha ^^ 8 8 report. 

Q. I'm going to hand you Exhibit 28. Let me ask 
you this --.and don’t take this the wrong way, 
because -- but just I need to ask it, since there has 
been some criminal investigations about RJR personnel 
with regard to certain testimony. 

MS. PARKER : I'd 


RUSSELL COURT REPORTING, INC. (336) 961-6057 


http://legacy.library.ucsf.ed8,GLd^r0ftp@O/|adfw.industrydocuments.ucsf.edu/docs/rshl0001 


0132 











4/12/99 DAVID IAUCO 


CONFIDENTIAL 


Vo1. 1, Page 183 


1 

2 
3 



MR. BUNCH: Well, I just want to ask 

him. I'll tell him why I'm asking the question. 

BY MR. BUNCH: 

Q. Have you ever been the target of any grand jury 
investigation? 

MS. PARKER: You can answer the 

question, but I object to the form of the question and 
you are ^assuming facts that are not in evidence. 

BY MR . 

r 

r ou ever been the target of a grand jury 
>n? 

t know what being the target is. I've 
Contacted by the grand jury relative to - * 
|ve never been told yourself or through a 

>u were either a target or the subject of 
investigation? 

.told that I might be questioned. 

MS. PARKER: And I want to object to the 

je asking him any about any communications 
that might be privileged. 

MR. BUNCH: I'm not asking for 



privilege . 

BY MR. BUNCH: 

Q. I take it, you have not testified before a grand 
j ury? 
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And have you ever resided in Georgia? 


And I take it you've never been convicted of any 


crime, correct? 


Q. Now, in Exhibit 28, it says, "Ammoniaz ation" 
(sic). .Do you see that? 

A. Ati^^^B. at i on . 

Q. a t i on . It says: (Reading) 


Background: RJR 

began working with 


ammoniation of tobacco 



by-products in the 
1950s, but did not 




apply the technology. 

What knowledge do you have about that? 


later, then, that: (Reading) 

RJR introduced 


ammoniated sheet 


material in the Camel 


filter products in 
1974. Better market 
performance was * 
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A 




12 


2 3 

24 

25 


indicated in the 
subsequent years. 

What knowledge do you have about that? 

A . None. 

Q. You don't have any knowledge about the marketing 
impact of ammoniated sheet material? 

A . No . 

Q. Camel's production of sales did increase, 

K,. 

though, y|P!?ir that point in time, did it not? 

r- x] MS. PARKER: Object to the form of the 

que s t i o 

THE WITNESS: For a period of time in 

the 1 7 0 s pFj j don’t know if it was specifically 


Q ■ 


11L si 


19- j%recall that Camel was -- showed some modest 
growth, feut tJ I believe that it was more attributable to 
the intr ^J^ tion of line extensions. Camel Lights was 
introducN^in the late '70s. 

BY MR. 

3 : (Reading) 

Low tar products at 
RJR were designed with 
ammoniated sheet 
material beginning in 
1974. 

What knowledge do you have about that? 
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A. None. 


Q . The next one: (Reading) 


RSM studies showed 


that ammoniation was 


one of the major 
recognized product 


attributes tested. 


A . Tl 


acronym 


statistii 


Q . Cal 


what’s RSM studies? 

ily thing I know about RSM is that it's an 
^Response Surface Model, and it's a 
s|technique . 


|u explain the technique to me 


A^ ^ I j ust tries to take a lot of different 

n^PbleAand try -- it tries to separate the various 


variableSas to what might be causing some independent 


variable 


'■some dependent variable to change. 


Q. I s s o m e form of a regression analysis where 


you hold! 
rerun it! 


irything constant but one and then you 


A. I guess. It’s something like that. But that’s 
about as much knowledge as I have about that. 


Are you educated in statistics? I mean, are 


you - - 


A. Yes. I’ve had in both graduate and 
undergraduate school several statistics courses, 
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although I aon 1 t use it daily. 

Q. Are you conversant with it? 

A. A little bit. But, again, I do not use it. i ' nr 
somewhat conversant, but by no means an expert in 
statistics. 


Q. I take it you're not the person who draws up the 
.atistical analysis game plan, but once it's drawn 


up, you : can understand the 


A . Soi 



mes I can. I understand basic statistical 


concepts| 


Q • Ant 


fu say that RSM stands for what now? 


A. I 


ik it's Response Surface Modeling, 


somethinSrilike that. 


On^he page here, it says: (Reading) 



Ammoniated sheet was 


introduced into the 



Winston 1 s KS. 


What’s KS? 


A. Kih 


;ize. 


Q. (Reading) 


... product in 1979 


tests indicated 


significant product 
improvement. 

Are you familiar with that? 
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23 

24 

25 


A . No . 

Q. And the next one says: (Reading) 

Recent internal 
panel testing of 
products with 
ammoniated flue-cured 
tobacco have shown 
consistent and 
significant product 
improvement. 

Are you familiar with that? 



[ays: "Product Characteristics." And then 

i t WHys Higher smoke pH." Are you familiar with 

the fac U.,,fha t ammoniated sheet material increases the 
pH? 



NS. PARKER: Object to the form of the 

que stior|?®^ 

THE WITNESS: No, I'm not. 

BY MR. BUNCH: 

Q. "Has cleaner taste with more free nicotine." 

MS. PARKER: Is that a question? 

BY MR. BUNCH: 

Q. I mean, what knowledge do you have about that? 

A. None. I mean, the only knowledge I have is this 
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12 

if 


appears to be — and there's no date on this — this 
appears to be relative to this theory, as I mentioned 
earlier, of pH having some effect on competitive 
brands. And I do know that during -- I guess it was 
in the '70s, there were people within our R&D 
department that thought this change in the pH of smoke 
had some relevance in terms of consumer acceptance of 
the taste of cigarettes. And they were fiddling 
around vkp^nit. And 1 understand that subsequently 
they a b a fndtuj e d it because they - - I don't know how, 
but thevided that it really had no relevance and 
it is a ^Sious theory. 

Q. j L tt frnj hand you Exhibit Number 29. 

Did RJR do nicotine satisfaction tests? 

A. No jhat I'm aware of. 

\ 

Q. W ; do you see where it says here: "Subject: 

Nicotineh&Hisf action Consumer Test 2740 "? 





23 

24 

25 


A . Y e| 

Q. An !d it H e date up there is -- can you read that 
date ? 

A. No. It's the 12th of something. 

Q. And do you know C.L. Neumann? 

A . No . 

Do you see where it says: (Reading) 

Object: Determine 


Q . 
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the minimum/optimum 
nicotine delivery that 


maximized consumer 


acceptance among full 
flavor (and then it 
says} (WKS). 

That's Winston King Size, correct? 


I.believe so. 



ing) 





Test product: 

Identified as Winston 
King Size. 

And then it says WKS in parens after 


you see that? 



en down at the bottom of 


conc^u^4- ons > sa Y s : (Reading) 


Cigarette strength 
is nicotine and pH 
dependent, increased 
with both increasing 
nicotine and increasing 


Do you see that? 
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Q. ( Reading) 


Open-ended questions 
can be used as an aid 
in ballot design and in 
understanding the 
consumer language. 

Do you see that? 


A. Ye,s 


Q. D 



de sig ne 


all do ballot designs or have ballots 


I mean, ballots are just a questionnaire, 
irstand. 


And the question: Are those 


queWionAires prepared by outside firms? 


ually. 



all keep tests -- consumer tests by 


numbers 274 0? Is that a -- 


A. I 


>t familiar with that kind of a numbering 


system. 

Q. Do you all keep track of all your consumer 
tests ? 


Q. And how do you do that? 

A. Well, all of our testing today goes -- all of 
our consumer tests, whether they be marketing research 
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tests or product research tests, are run through our 

marketing research department. Everyone gets a number 
that -- and I can't give you the way the number is 
composed, but I do know by the number you can tell 
which year it was run. And when the research is 
finalized and written up, a report goes in our 
marketing research library. So we keep track of it. 

We have a system in place to do that. It's been in 


place f os 



ars as far as I know. 


Q. Lejfe-^mq hand you Exhibit 17. What's project XB? 

A. My^unjerstanding is, is that it was a project to 
try to diPiPlop a lower risk cigarette that would 
change t ^Q ar and nicotine ratios, try to produce a 
citt|fethat would reduce tar out of proportion with 
reductio pn nicotine with the theory being that it 


would be 


lore acceptable low tar product. It was 


some t h inga^tj^a t the Government Working Group and 
various WtMMr scientists have been endorsing as a way 


to lowerf 1 tfie risk of cigarettes. 


Q. Now, who is the Government Working Group? 

A. It was a group back in the -- I don't know 
specifically. I think it had something to do with the 
National Cancer Institute. It was a group back in 
the, I think, '70s -- late '70s, early '80s that 
scientifically was working with the industry, 
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encouraging the industry to develop various products 
that would try to be products that would be consumer 
acceptable, but would lower risk. And this was one of 
the directions that the industry was being pointed in. 

I know that in other parts of the world, 
this is a -- this is a direction that is advocated by 
various members of the scientific community, public 
health community. Particularly in places like the 


United 


lorn, there's some real proponents of this 


kind of laf-pfoach. 


proj ect 


But my understanding is that this 
a project that was oriented towards trying 


to develop a product along that line that would change 


nicotine ratios 


Q. An ;d wtj at risks were they addressing? 

A. WhabJ^er risks have been associated with tar, in 


Q. WhPPifre those? 

A. We ^^I believe there are cancer risks. I 
believe there's some theory that tar plays a role in 
the risk of heart disease as well. 

Q. And what role does tar play in cancer? 

A. Well, I don't know. You're asking the wrong 


Q. And look at Number 9 on that page. It says: 
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(Reading) 


What role should ATP 
group place versus SBU 
unit s. 

What was the ATP group? 




A. I believe that that's Advanced Technology 
Product s. 

Q. Is that a group within RJR? 



k it was a group within R&D. 

know who was in charge of that group? 
ack then? 1990? No, I don't know, 
as SBU units? 

t sure, but I think R&D was organized 
strategic business units. I never quite 
heir organization, but they had an 
that -- I think that was oriented, 
ng the lines of the various brands, 
who's Sam Simmons? 


A. 



Q. Simmons. 

A. He is one of our scientists with particular 
expertise in smoking and health issues. I think he's 
a biochemist . 

Q. Has RJR, to your knowledge, ever hired a 
physician? 
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A. Hired a physician? 

Q. Yeah. Employed -- 

A. Well, we have a physician on staff. 

Q. Well, I'm not talking about treating the 
employees, but I mean physicians to study the health 
issues . 

A. Our previous to the current head of research and 
development was a physician -- was an MD. 

Q. H^reihere been any other MDs? 

MS. PARKER: You can answer, if you 

know. ||§jy|fP 

B^j^H THE WITNESS: 1 "^ USt d ° n ' knOW ' 

All ^^en did this person who was head of 
researc h,.,,.auid development -- when was he at RJR? 

A. I .m^'only give you -- for about a five-year 


period ib“"a\rough guess because I can't remember 
specif ic^^. But for about a five-year period in the 
mid ' 9 0 sl 



23 

24 

25 


Q. Who 1 s John Robinson? 

MS. PARKER: I'm sorry. I just want to 

.make sure you know what time it is. 

BY MR. BUNCH: 

Q. Who is John Robinson? 

A. He is a scientist in our research and 
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pKxf 

A. Add 


r 


12 




23 

24 

25 


development area. 

Q. Who is Tom Perfetti? 

A. Perfetti. He's also in research and 
development. He's a developer, I believe. 

Q. Number 7 says: (Reading) 

Should we look at 
using tobacco high in 
nicotine, remove, treat 
and (sic) back. 

Do you see that? 

,ck . 

AcfSPTOck . 

^act, in the making of a cigarette, isn't 
en out and then added back into a 
ring the production process? 




nicotin 


c i g a r e 11^| 

MS. PARKER: I've got to object to the 

form of IWPi: question. 

THE WITNESS: I'm not an expert on this 

or a scientist or a -- my understanding is when we 
make reconstituted tobacco, we reclaim tobacco, we 
remove the water extracts of tobacco; nicotine is one 

I 

of them. And that tobacco is made into a sheet using 
a paper-making type of process. And then those 
extracts are reapplied and then put back on the 
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tobacco. Those extracts not only contain nicotine, 
but contain all of the flavor of the tobacco. So it's 
a way of turning dust, small pieces of tobacco, stems, 
and other pieces of tobacco and forming a sheet out of 
it that can be used. And it's a reclamation process 
for -- because leaf -- tobacco leaf is very 
expensive. It's a way of using those -- reusing that 
tobacco, if you will, where otherwise it would have 
been unupl^e . 

BY MR . : 


Q. Does BJR have films of making a cigarette? 


Q. Uh^nffufi. Did they ever film the process? 


I don't know. I haven't seen any, but I 


don ' t know' 


Q. So J5||^.ical ly I am correct. You basically take 

nir.n t. i n e. Lou t of the tobacco as it's brought in from 

[ } 

the fie1 tarfd then you add nicotine back in during the 


process, -^cpPr e c t ? 


question. 


MS. PARKER: Object to the form of the 


THE WITNESS: We don't add any 


nicotine. In some tobacco that is reclaimed, made 
into tobacco sheet — and this isn't all the tobacco, 
it's tobacco that couldn't be used otherwise -- the 
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tobacco goes through a process where the water 
extracts, the solubles, are removed. The 
tobacco -- the cellulose that's left is formed into a 
sheet using a paper-making process. And then those 
solubles are reapplied back on the sheet and you end 
up with a flat sheet of tobacco. No additional 
nicotine is added, based on my understanding of the 


proc e s s 


BY MR . 



Q . D 




see Number 2, it says: (Reading) 


How much free 


nicotine of the total 


do we need to get the 



proper organoleptic 


feel 


A. Yes 


Q . Ar 


A. Nol 


Q . Wh 





u familiar with studies on that issue? 


organoleptic feel? 


A. It's mouth feel, perhaps feel in the back of the 
t hroa t . 

Q. Now, over on page 2, it talks about functional 
teams. Are you familiar with those teams? 

A. No. I mean, I don't know. This is specific to 
this project, I guess. 
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1 Q. Have you ever done any -- has marketing ever 

2 interfaced with any of those? 

3 A. Any of those what? 

4 Q. Teams. 

5 A. Not that I know of. This could have been just 

% 

€a specific to this project. 

Q. Let me ask this: Does marketing do studies 


about the satisfaction of RJR's tobacco products 



of the 



MS. PARKER: Object to the form 

ion. It's unclear what you mean 


by "sati^^tion." 

THE WITNESS: We -- marketing does 
product ^p3^s where our products are sent out to adult 


sm<mmrs . 


're asked to rate those products. And 


then we kjetlthat information back, and that's how we 


determin ^^ w we stack up against competition, and 
when we'p&e*~4;rying to develop improved products, 


whether 


iot we are able to 


whe t her we've 


actually^ i|mproved perceptions to those products, 

BY MR. BUNCH: 

Q. So, basically, not only do you do analysis of 
the satisfaction of the consumer, you also do studies 
or tests dealing with the perception consumers have of 
your products, correct? 

MS, PARKER: Object*to the form of the 
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MS, PARKER: We really do need to cut i 


BY MR. BUNCH: 

Q. Well, do you see the last page on this document 
where it says "Long Range"? It says other ways to 
raise nicotine or lower tar, and it lists one, two, 
three, four, five, six, seven such -- 


Q. Arp^you familiar with any of those methods? 

A. 1 s s shaking head) . The only alternative 


fillers 


ilternate fillers -- that's the only thing 


that riiigsai bell at all. And that's just replacing 


tohaoco 


something else. 


. j AifRon the acceptance issue, do you see on this 


page -- ifcffi^pages ahead, it says -- 

A. An^^Sy the way, I know that has been looked at 


in the 


,as a way of reducing tar. That's where 


I'm -- Ifnaye any familiarity at all with it 


Q. Dq 


see the two pages above -- or three, it 


says, "Acceptance"? And then Number 1 is free versus 

bound nicotine in smoke. 

Have you seen any studies dealing free 
versus bound nicotine in smoke? 

A. I'm sorry. Where are you now? 

(COUNSEL INDICATING ON EXHIBIT) 
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No. I'm not aware of any studies. 

Q. What about Number 6, "How much nicotine require 
for acceptance." Have you seen studies on that? 

A. No. I think I've answered that before. I have 
not seen that. 

MS. PARKER: All right. Do you have 

just one. or two more questions? And then we truly 


need to ^TOSlude the deposition. 



i t . You, 


| MR. BUNCH: Well, we're not concluding 

pending it . 


MS. PARKER: For today. 


BY MR,. BjJlICH: 



A. I 


Testing 



"Consumer," what's PGT stand for? 
eve that refers to Product Guidance 


Q. Do|e®”“^JR do a lot of that? 

A. Ri^mes a lot of it. It's when they're 
developi^^rototypes , they will typically have a 
range of prototypes and go out and get adult smoker 
reactions to those prototypes. 

MS. PARKER: Okay. That's the end of 

the deposition for today. 

BY MR. BUNCH: 

O. What does TPT stand for? 
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MS. PARKER: We are not going to answer 

any more questions, Gary. You've gone five minutes 
past 4:00, and I've given you four, five warnings that 
we've got to stop. 

MR. BUNCH: Well, I highly object. You 

know, we set the deposition at your time, at 
10 o'clock. We could have started it much earlier. 

We could have come over last night and started at 


8 o' cloi 


becaus e 


is morning. You're basically leaving not 


is gentleman, but because you want to go 


to Miami'apparently for another case dealing with 


R JR . 


You know, we have incurred expenses 


coi #EM% o^^r here today. And, you know, basically, I 
think, in 1 light of the voluminous matter, I don't even 


think it ' M fcppropriate to limit us to six hours with 
this And we definitely haven't had six 


hours . 


And, secondly, in light of the discovery 


cut off in this case being the 21st of this month, 
it's highly prejudicial to end the deposition, but, 
obviously, we can't stop you from walking out. We 
just object and we'll take the appropriate action at 
the appropriate time. 

MS. PARKER: I don't agree at all with 
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your characterization of any of this discussion, but 
there’s no need for us to argue about it. 

MR. BUNCH: Well, you don't disagree 

that we haven't gone six hours, and you don't disagree 
you're going to Miami, and you don't disagree we could 


have started 


, do you? I mean, you're the one 


who set the time. You're the one who sent the letter 
and said we're doing it at 10 o'clock. You didn't 


tell me 


you had 




shad to leave at 4:00. If you'd have said 

$ 

leave at 4:00, I would have come over and 


we could^^e started at 8 o'clock this morning. I'm 


very acc^TOdating. You didn't do that. You're the 
EkSed to leave for another action. 

You know, to fly four, five hundred 


miles an ^^en be told you've got to take a half a 
depositi us ^ totally inappropriate. So we'll 
take the^a^ropriate action at the appropriate time. 


MS. PARKER: I disagree with that 

characte^^tion. And that will be the conclusion of 
the deposition. 

MR. BUNCH: Well, it's not the 

^conclusion when we -- I guess that’s going to raise a 
good point. We do want to continue his deposition 
next week and will insist on doing so. 

Just note that they're walking out. 
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WITNESS CERTIFICATE 


I, David Iauco, do certify that I have read and 
understand the foregoing transcript and believe it to 
be a true, accurate, and complete transcript of my 
testimony, subject to the attached list of changes, i 


David Iauco 




deposition was signed in my presence by 



, on the 


day of 


, 1998 . 



Notary Public 


My commission expires: 
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ERRATA 


SHEET 


RE: Estate of Elizabeth Irene Huddleston v. RJR 


DEPOSITION OF: 


David Iauco 


Please read this transcript with care, and if 
you find any corrections or changes you wish made, 
list them by page and line number below. DO NOT WRITE 
IN THE TRANSCRIPT ITSELF. Return the Certificate and 
Errata Sheet to this office after it is signed. We 
would app r-eg iate your prompt attention to this matter. 

To^as-^ist you in making any such corrections, 
please u eT'ij ie form below. If supplemental or 
addition^^ages are necessary, please furnish same 
and atta^Aem to this errata sheet. 


Paae 


should 








'RUSSELL COURT REPORTING, INC. (336) 961-6057 


http://legacy.library.uc^f.ed8Aiffib^irB! i fp@0/|WsWw.industrydocuments.ucsf.edu/docs/rshl0001 


0207 













4/12/99 DAVID IAUCO - CONFIDENTIAL Vol. 1, Page 208 



RUSSELL COURT REPORTING, INC. (336) 961-6057 


http://legacy.library.ucsf.efflc(ticK§bKltj!EE0/2Wpy(slfv.industrydocuments.ucsf.edu/docs/rshl0001 


52259 0208 


















4/12/99 DAVID IAUCO 


CONFIDENTIAL 


Vol. 1, Page 209 


STATE OF NORTH CAROLINA 
COUNTY OF FORSYTH 


REPORTER'S CERTIFICATE 
I, Alicia S. Clement, a Notary Public in 
and for the State of North Carolina, do hereby certify 
that there came before me on April 12th, 1999, the 

person hereinbefore named, who was by me duly sworn to 


testify 



he truth and nothing but the truth of his 


knowledgfeT^qncerning the matters in controversy in 


this caup«^that the witness was thereupon examined 
under oa^ffthe examination reduced to typewriting 
under., my^^^rect ion, and the deposition is a true 


test ^ mon y given by the witness. 

L TOgr .J I further certify that I am neither 


attorney^^counsel for, nor related to or employed 
by, any l^b-fe^mey or counsel employed by the parties 
hereto offfinancially interested in the action. 


I IN WITNESS WHEREOF, I have hereto set my 


hand and affixed my official notarial seal, this the 
24th day of April, 1999. 


_ 

Alicia S. Clement, Notary Public 
My Commissioh Expires 10/19/00 
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